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Richard L. Sallquist 
SALLQUIST, DRUMMOND & O’CONNOR, P.C. 
1500 S. Lakeshore Drive, Suite 339 
Tempe, Arizona 85282 
Telephone: (480) 839-5202 
Fax: (480) 345-0412 
Attorneys for Avra Water Co-op, Inc. 

BEFORE THE ARIZONA CORPORATION COMMISSION 

IN THE MATTER OF THE ) 
APPLICATION OF AVRA WATER 1 
COOP, INC., AN ARIZONA 
CORPORATION, FOR A 
DETERMINIATION OF THE ) 
CURRENT FAIR VALUE OF ITS 
UTILITY PROPERTY AND FOR AN 
INCREASE IN ITS WATER RATES ) 
AND CHARGES FOR UTILITY ) 
SERVICES 

) 

DOCKET NO. W-02 126A-06-- 

APPLICATION 

Avra Water Co-op,Inc., “Avra” or the “Company”), by and through the undersigned 

;ounsel, hereby submits a rate increase application and in support of said application states as 

Follows: 

1. Avra is a corporation duly organized and existing under the laws of the State of 

Arizona. Its principal place of business is 11821 Picture Rock Road, Tucson, Arizona 85743. 

2. Avra is a public service corporation primarily engaged in the business of providing 

water utility service in its certificated area in portions of Pima County, Arizona 

3. The Company is presently providing service under the rates and charges authorized 

by the Commission in Decision No. 64008, dated September 4,2001. 

4. The Company hereby requests the Commission grant an increase in its water rates. 

The specific proposal is contained in the Schedules attached hereto as Exhibit A which are 

incorporated herein for all purposes. 
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5. The supporting schedules are substantially in the form required by the Commission’s 

Rules and Regulation for rate applications as set forth in AAC R-14-2-103 

6. The supporting testimony of the Company’s General Manager, Chris Ward, and the 

Clompany’s rates consultant, Thomas J. Bourassa, are attached hereto as Exhibits B, and C 

-espectively and are incorporated herein by this reference for all purposes. 

7. The proposed Tariff for water service for the requested increase is appended hereto as 

Exhibit D and incorporated herein by this reference for all purposes. The specific terms and 

:onditions of that Tariff are hereby requested to be approved by the Commission. The Tariff 

will then be submitted at the conclusion of this matter as a Compliance Filing containing the 

Clommission’s mandated changes in Terms and Conditions and the Commission approved Rates 

ind Charges. 

8. The Company requests that the Commission issue a Procedural Order setting forth the 

imetable for processing this Application and also notify the Company of the form of notice it 

nust provide to its customers. 

WHEREFORE, the Company respectfully request that the Commission process this Rate 

4pplication as expeditiously as practicable, and thereafter issue an order granting the requested 

relief and such other relief as the Commission may deem appropriate. 
f l y  

Respectfully submitted this 2 day of April 2006. 

SALLQUIST, DRUMMOND & O’CONNOR, P.C. 
.I 

Richard L. Sallquist 
4500 S. Lakeshore Drive, Suite 339 
Tempe, AZ 85282 
Attorneys for Avra Water Co-op, Inc. 
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Original and ten copies of the foregoing 
filed this 1 day of April 2006, with: $I 
Docket Control 
Arizona Corporation Commission 
1200 West Washington 
Phoenix, Arizona 85007 
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BEFORE THE ARIZONA CORPORATION COMMISSION 

IN THE MATTER OF THE APPLICATION 

ARIZONA CORPORATION, FOR A 
DETERMINATION OF THE CURRENT 
FAIR VALUE OF ITS UTILITY PLANT 
AND PROPERTY AND FOR INCREASES 
IN ITS RATES AND CHARGES FOR 
UTILITY SERVICE. 

OF AVRA WATER CO-OP, INC., AN 
DOCKET NO. W02126A-06- 

SUPPORTING EXHIBITS OF 

THOMAS J. BOURASSA 

ON BEHALF OF AVRA WATER CO-OP 

EXHIBIT A 
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Avra Water Co-op, Inc. 
Test Year Ended August 31, 2005 

Computation of Increase in Gross Revenue 
Requirements As Adjusted 

Exhibit 
Schedule A-I 
Page 1 
Witness: Bourassa 

Fair Value Rate Base $ 7,011,440 

Adjusted Operating Income 

Current Rate of Return 

Required Operating Income Operating Margin = 19.00% 

Required Rate of Return on Fair Value Rate Base (Operating Margin) 

Operating Income Deficiency 

Gross Revenue Conversion Factor 

Increase in Gross Revenue 
Requirement 

Customer 
Classification 
/Residential Commercial, lrriqation) 
518 x 314 Inch 
314 Inch 
1 112 Inch 
1 Inch 
2 Inch 
4 inch 

Revenue Annualization 

Subtotal 

Other Water Revenues 

Total of Water Revenues 

SUPPORTING SCHEDULES: 
B-I 
c-I 
c-3 
H-I 

$ 

$ 

Proposed 
Rates 

$ 1,530,111 $ 
7,138 

11,293 
17,827 
34,107 
10,041 

1,520 

NIA 

Present 
Rates 

$ 1,219,850 
4,589 
9,140 

14,096 
26,818 
8,119 

1,220 
0.00% 

$ 1,283,832 $ 1,612,037 $ 328,205 25.56% 

59,485 59,485 0.00% 
0.00% 
0.00% 

$ 1,343,317 $ 1,671,522 $ 328,205 24.43% 

318,323 

NIA 

328.217 

1 .oooo 

328,217 

Dollar Percent 
Increase Increase 

31 0,261 25.43% 
2,549 55.55% 
2,153 23.56% 
3,731 26.47% 
7,289 27.18% 
1,922 23.67% 

300 24.59% 
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43 
44 
45 
46 

DescriDtion 
Gross Revenues 

Revenue Deductions and 
Operating Expenses 

Operating Income 

Other Income and 
Deductions 

Interest Expense 

Net Income 

Earned Per Average 
Common Share 

Dividends Per 
Common Share 

Payout Ratio 

Return on Average 
Invested Capital 

Return on Year End 
Capital 

Return on Average 
Membership Equity 

Return on Year End 
Membership Equity 

Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 
Summary of Results of Operations 

Exhibit 
Schedule A-2 
Page 1 
Witness: Bourassa 

Proiected Year 
Test Year Present Proposed 

Prior Years Ended Actual Adjusted Rates Rates 
8/31 12003 8/31/2004 8/31/2005 8/31/2005 8/31/2006 8/31 12006 

$ 1,317,776 $ 1,348,592 $ 1,345,950 $ 1,347,170 $ 1,347,170 $ 1,675,387 

1,074,139 1,078,778 1,215,569 1,357,063 1,357,063 1,357,063 

$ 243,637 $ 269,814 $ 130,381 $ (9,893) $ (9,893) $ 318,323 

915 88 6,674 6,674 6,674 

(21,414) (1 3,832) (17,495) (213,741) (213,741) (213,741) 

$ 223,138 $ 256,070 $ 112,886 $ (216,960) $ (216,960) $ 111,256 

0.48 

0.85% 

5.34% 

11.46% 

10.82% 

Times Bond Interest Earned 
Before Income Taxes 11.38 

Times Total Interest and 
Preferred Dividends Earned 
After Income Taxes 11.42 

SUPPORTING SCHEDULES 
c-I 
E-2 
F-I 

0.56 

5.86% 

5.62% 

11.68% 

11.02% 

19.51 

19.51 

0.25 

2.33% 

2.20% 

4.73% 

4.62% 

7.45 

7.45 

(0.47) 

-2.01 % 

-2.01% 

-9.79% 

-10.29% 

(0.02) 

0.64 

(0.47) 0.24 

-1.68% 0.86% 

-1.45% 0.74% 

-9.29% 4.45% 

-9.74% 4.35% 

(0.02) 1.52 

0.64 1.52 
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Avra Water Co-op, Inc. 
Test Year Ended August 31, 2005 

Summary of Capital Structure 

Exhibit 
Schedule A-3 
Page 1 
Witness: Bourassa 

Description: 

Short-Term Debt 

Long-Term Debt 

Total Debt 

Test Projected 
Prior Years Ended Year Year 

813 1 I2003 8/31 12004 8/31 12005 8/31/2006 

293,406 326,919 766,944 5,210,863 

$ 293,406 $ 326,919 $ 766,944 $ 5,210,863 

Preferred Stock 

Membership Equity 

Total Capital & Debt 

Capitalization Ratios: 

Long-Term Debt 

Total Debt 

Preferred Stock 

Membership Equity 

Total Capital 

Weighted Cost of 
Senior Capital 

2,061,828 2,324,402 2,443,962 2,555,218 

$ 2,355,234 $ 2,651,321 $ 3,210,906 $ 7,766,081 

12.46% 12.33% 23.89% 67.10% 

12.46% 12.33% 23.89% 67.1 0% 

87.54% 87.67% 76.11% 32.90% 

100.00% 100.00% 100.00% 100.00% 

0.41 % 0.40% 0.78% 2.83% 

40 SUPPORTING SCHEDULES: 
41 E-I 
42 D-I 
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Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Construction Expenditures 
and Gross Utility Plant in Service 

Exhibit 
Schedule A-4 
Page 1 
Witness: Bourassa 

Prior Year Ended 12/31/2002 

Prior Year Ended 12/31/2003 

Prior Year Ended 12/31/2004 

Test Year Ended 12/31/2005 

Projected Year Ended 12/31/2006 

SUPPORTING SCHEDULES: 
6-2 
E-5 
F-3 

Gross Net Plant Gross 
Utility Placed Utility 
Plant Construction in Plant 

in Service B.O.Y. Expenditures Service in Service E.0.Y 

5,827,017 146,630 146,630 5,973,647 

5,973,647 126,609 126,609 6,100,256 

6,685,836 934,954 16,082 7,620,790 

7,620,790 4,635,000 4,635,000 12,255,790 



Line 

Avra Water Co-op, Inc. 
Test Year Ended August 31, 2005 

Summary Statements of Cash Flows 

- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 

Cash Flows from Operating Activities 
Net Income 
Adjustments to reconcile net income to net cash 

provided by operating activities: 
Depreciation and Amortization 
Deferred Income Taxes 
Other 
Changes in Certain Assets and Liabilities: 

Accounts Receivable 
Materials and Supplies Inventory 
Prepaid Expenses 
Accounts Payable 
Customer Deposits 
Taxes Payable 
Other assets and liabilities 
Patronage Distributions Received 

Net Cash Flow provided by Operating Activities 
Cash Flow From Investing Activities: 

Capital Expenditures 
Proceeds - Investments 
Construction Contract Credits 

Net Cash Flows from Investing Activities 
Cash Flow From Financing Activities 

Proceeds - Release of Restricted Cash 
Interest Credited to Restricted Cash 
Receipts of contributions in aid of construction 
Receipts of advances in aid of construction 
Receipts of Meter Advances 
Receipts of Customer Security Deposits 
Long-term Debt Borrowing 
Repayments of Long-Term Debt 
Refunds of Customer Security Deposits 
Refunds of advances in aid of construction 
Refunds of Meter Advances 

Net Cash Flows Provided by Financing Activities 
Increase(decrease) in Cash and Cash Equivalents 
Cash and Cash Equivalents at Beginning of Year 
Cash and Cash Equivalents at End of Year 
SUPPORTING SCHEDULES: 
E-3 
F-2 

Exhibit 
Schedule A-5 
Page 1 
Wltness: Bourassa 

Prior Prior Test Projected Year 
Year Year Year Present Proposed 

Ended Ended Ended Rates Rates 
8/31/2003 8/31/2004 8/31/2005 8/31/2006 813 1 12006 

$ 229,893 $ 262,574 $ 119,560 $ (216,960) $ 111,256 

~~~~ 

196,573 203,790 223,521 328,927 328,927 
26,279 

330 851 

(19,651) 4,944 2,973 
3.048 (1,032) (476) 

(2,397) 1,330 (12,069) 
1,659 (9,036) (5,100) 

754 2,498 1,026 
(993) (9,909) 6,608 

(2,000) (922) 

$ 433,495 $ 455,088 $ 336,043 $ 111,967 $ 440,183 

(186,465) (718.222) (960,128) (4,635,000) (4,635,000) 
1,089 

(%,I 57) (14,296) (1 3,278) 
$ (202,622) $ (732,518) $ (972,317) $ (4,635,000) $ (4,635,000) 

83,381 
(1,926) 
34,374 
14,089 
8,260 

24,349 

(107,214) 
(17,516) 
(22.260) 

96,087 
(962) 

39,375 
137,624 

13,335 
26,646 

285,199 
(251,686) 

(34,163) 
(14.7141 

93,500 

27,778 

(1 42,585) 
(27,924) 
(13.381) 

582,610 (11,000) (1 1,000) 

~. I . .  . .  , 
(21,710) (28,770) (29.241) 

$ (6,173) $ 267,971 $ 490,757 $ (11,000) $ (1 1,oooy 
224,700 (9,459) (145,517) (4,534,033) (4,205,817) 
516,868 741,588 732,129 586,612 586,612 
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- No. 
1 
2 
3 
4 
5 
6 
7 
8 
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10 
11 
12 
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35 

Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Summary of Rate Base 

Original Cost 
Rate base 

Exhibit 
Schedule B-1 
Page 1 
Witness: Bourassa 

Fair Value 
Rate Base 

Gross Utility Plant in Service 
Less: Accumulated Depreciation 

Net Utility Plant in Service 

Less: 
Advances in Aid of 

Contributions in Aid of 

Customer Meter Deposits 
Deferred Income Taxes & Credits 
Investment tax Credits 

Construction 

Construction - Net of amortization 

plus: 
Unamortized Finance 

Deferred Tax Assets 
Material and Supplies Inventories 
Prepayments 
Allowance for Working Capital 

Charges 

Total Rate Base 

SUPPORTING SCHEDULES: 
8-2 
8-3 
B-5 
E-I 

$ 13,072,425 
3,062,037 

$ 10,010,388 

798,549 

2,309,080 
45,636 

28,755 
23,423 

102,138 

$ 13,072,425 
3,062,037 

$ 10,010,388 

798,549 

2,309,080 
45,636 

28,755 
23,423 

102,138 

$ 7,011,440 $ 7,011,440 
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2 
3 
4 
5 
6 
7 
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21 
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23 
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Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Original Cost Rate Base Proforma Adjustments 

Exhibit 
Schedule B-2 
Page 1 
Witness: Bourassa 

Gross Utility 
Plant in Service 

Less: 
Accumulated 
Depreciation 

Net Utility Plant 
in Service 

Less: 
Advances in Aid of 

Construction 

Contributions in Aid of 
Construction - Net 

Customer Refundable Meter Deposits 

Plus: 
Unamortized Finance 

Deferred Tax Assets 
Material and Supplies Inventories 
Prepayments 
Working capital 

Charges 

Total 

SUPPORTING SCHEDULES: 
B-2, pages 2 
E- 1 

Actual Adjusted 
at at end 

End of Proforma Adjustments of 
Test Year 

$ 7,620,789 

3,557,581 

$ 4,063,209 

798,549 

943,330 

45,636 

28,755 
23,423 

$ 2,327,872 

Label Amount Test Year 

2 5,857,411 $ 13,072,425 
4a (405,775) 

1 (89,769) 3,062,037 
4b (405,775) 

$ 10,010,388 

798,549 

3 1,365,750 2,309,080 

45,636 

5 102,138 

28,755 
23,423 

102,138 

$ 7,011,440 

RECAP SCHEDULES: 
B- 1 



Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Original Cost Rate Base Proforma Adjustments 
Adjustment 1 

Exhibit 
Schedule 8-2 
Page 2 
Witness: Bourassa 

Line 
- No. 

1 Accumulated Deoreciation Adiustment 
2 
3 Computed Balance 
4 
5 Difference 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 SUPPORTING SCHEDULES 
16 8-2, pages 2a-3e 
17 
18 
19 
20 

Balance per Company Schedule E-I 

Increase (Decrease) to Accumulated Depreciation 

$ 3,467,812 
3,557,581 

$ (89,769) 

$ (89,769) 
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Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Original Cost Rate Base Proforma Adjustments 
Adjustment 2 

Line 
- No. 

1 Post Test Year Plant 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

Post Test Year Plant per C-2 Page 2 

Increase (Decrease) to Plant in Service 

Exhibit 
Schedule 8-2 
Page 3 
Witness: Bourassa 

$ 5,857,411 

$ 5,857,411 



Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Original Cost Rate Base Proforma Adjustments 
Adjustment 3 

Exhibit 
Schedule 8-2 
Page 4 
Witness: Bourassa 

Line 
- No. 

1 
2 

4 Rural Development Grant # I  RUS Grant 365,750 
5 
6 
7 Total 
8 
9 
10 Increase (Decrease) to ClAC 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

Rural DeveloDment Grants Treated as Constributions in Aid of Construction 

3 Rural Development Grant #I COLONIA Grant $ 1,000,000 

$ 1,365,750 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 

Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Original Cost Rate Base Proforma Adjustments 
Adjustment 4 

Exhibit 
Schedule 8-2 
Page 5 
Witness: Bourassa 

Retire Wells Replaced bv Post Test Year Plant Redacement Wells 

Description NARUC 
Well # I  307 

31 1 
Well #2 307 

31 1 
Well #6 307 

31 1 
Well #7 307 

31 1 
Well #8 307 

31 1 
Well #9 307 

31 1 

Total 

Wells 
Pump Equip. 
Wells 
Pump Equip. 
Wells 
Pump Equip. 
Wells 
Pump Equip. 
Wells 
Pump Equip. 
Wells 
Pump Equip. 

Increase (Decrease) to Plant-in-Service 

$ 12,103 
2,011 
9,249 
1,762 

23,279 
4,285 

86,837 
10,519 

117,871 
11,659 

112.918 
13:282 

405,775 

Label 
$ (405,775) 4a 

Increase (Decrease) to Accumulated Depreciation $ (405,775) 4b 

Total for Wells Acct No. 307 $ 362,257 
Total for Pimping Equip Acct No. 31 1 $ 43,519 



Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 
Computation of Working Capital 

Exhibit 
Schedule B-5 
Page 1 
Witness: Bourassa 

Line 
- No. 

1 Cash Working Capital (118 of Allowance 
2 Operation and Maintenance Expense) 
3 Pumping Power (1124 of Pumping Power) 
4 Purchased Water (1124 of Purchased Water) 
5 
6 
7 
8 
9 Total Working Capital Allowance 
10 
11 
12 Working Capital Requested 
13 
14 
15 SUPPORTING SCHEDULES: 

17 
16 E-I 

95,533 
6,605 

$ 1 02,138 

$ 1 02.1 38 

RECAP SCHEDULES: 
B-I 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 

Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Income Statement 

Revenues 
Metered Water Revenues 
Unmetered Water Revenues 
Other Water Revenues 

Operating Expenses 
Salaries and Wages 
Employee Pensions and Benefits 
Purchased Water 
Purchased Power 
Chemicals 
Material and Supplies 
Office Supplies and Expense 
Contractual Services - Engineering 
Contractual Services - Accounting 
Contractual Services - Legal 
Contractual Services - Other 
Water Testing 
Rents 
Transportation Expenses 
Insurance - Vehicle 
Insurance - General Liability 
Insurance - Workers Comp 
Insurance - Other 
Regulatory Commission Expense - Rate Case 
Advertising Expense 
Water Resourse Conservation 
Bad Debt Expense 
Miscellaneous Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 

Total Operating Expenses 
Operating Income 
Other Income (Expense) 

Interest Income 
Other income 
Interest Expense 
Other Expense 

Total Other Income (Expense) 
Net Profit (Loss) 

SUPPORTING SCHEDULES 
c-2 
E-2 

Test Year 
Book 

Results 

$ 1,286,465 

59,485 
$ 1.345.950 

$ 349,611 
62,091 

151,149 
4,529 

28,442 

5,602 
36,017 
13,246 
44,697 

8,609 
11,864 
67,841 
7,050 
2,169 
3,648 
6,017 

2,447 
2,340 
3,782 

48,440 
223,521 

30,823 
101,634 

$ 1,215,569 
$ 130,381 

6,674 

(17,495) 

$ (10,821) 
$ 119,560 

Exhibit 
Schedule C-I 
Page 1 
Witness: Bourassa 

Test Year Proposed Adjusted 
Adjusted Rate with Rate 

Label Adiustment Results Increase Increase - 
4 $ 1,220 $ 1,287,685 $ 328,217 $ 1,615,902 

59,485 59,485 
$ 1,220 $ 1,347,170 $ 328,217 $ 1,675,387 

$ 349,611 
62,091 

6i7 7,366 158,515 
4,529 

28,442 

5,602 
36,017 
13,246 
44,697 

8,609 
11,864 
67,841 
7,050 
2,169 
3,648 
6,017 

3 25,000 25,000 
2,447 
2,340 
3,782 

48,440 
1 105,406 328,927 

30.823 
2 3,722 105,356 

$ 349,611 
62,091 

158,515 
4,529 

28,442 

5,602 
36,017 
13,246 
44,697 

8,609 
11,864 
67,841 
7,050 
2,169 
3,648 
6,017 

25,000 
2,447 
2,340 
3,782 

48,440 
328,927 

30,823 
105,356 

$ 141,494 $ 1,357,063 $ - $ 1,357,063 
$ (140,274) $ (9,893) $ 328,217 $ 318,323 

6,674 6,674 , 

5 (196,246) (213,741) (21 3,74 1 ) 

$ (196,246) $ (207,067) $ - $ (207,067) 
$ (336,520) $ (216,960) $ 328,217 $ 111,256 

RECAP SCHEDULES: 
A- 1 



Line 
- No. 

1 
2 
3 Revenues 
4 
5 Expenses 
6 
7 Operating 
8 Income 
9 
10 Interest 
11 Expense 
12 Other 
13 Income1 
14 Expense 
15 
16 Net Income 
17 
18 
19 
20 
21 
22 
23 Revenues 
24 
25 Expenses 
26 
27 Operating 
28 Income 
29 
30 Interest 
31 Expense 
32 Other 
33 Income/ 
34 Expense 
35 
36 Netlncome 
37 
38 
39 
40 
41 
42 
43 Revenues 
44 
45 Expenses 
46 
47 Operating 
48 Income 
49 
50 Interest 
51 Expense 
52 Other 
53 income1 
54 Expense 
55 
56 Netlncome 

Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Adjustments to Revenues and Expenses 
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Adiustments to Revenues and Expenses 
1 2 3 4 5 5 

Depreciation Property RateCase Revenue Interest Purchased Power 
Expense Expense Annualization Expense - Subtotal 

1,220 1,220 

105,406 3.722 25,000 7,264 141,392 

(105,406) (3.722) (25,000) 1,220 (7,264) (140,172) 

(1 96,246) (1 96,246) 

(105,406) (3,722) (25.000) 1,220 (196,246) (7,264) (336,418) 

Adiustments to Revenues and Expenses 
11 7 8 9 - 10 - 

Annualize 
Purchased Power 

- 12 

Subtotal 
1,220 

103 141,494 

(1 03) (140,274) 

(196,246) 

(103) (336,520) 

Adiustments to Revenues and Expenses 
17 - 16 - 13 - 14 - 15 - 16 - 

Total 
1,220 

(1 40,274) 

(1 96,246) 

(336.520) 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 

Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Adjustments to Revenues and Expenses 
Adjustment Number 1 
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Depreciation ExDense 

Account 

301 
302 
303 
304 
305 
306 
307 
308 
309 
310 
31 1 
320 
330 
331 
333 
334 
335 
336 
339 
340 
34 1 
342 
343 
344 
345 
346 
347 
348 

- no. Description 
Organization Cost 
Franchise Cost 
Land and Land Rights 
Structures and Improvements 
Collecting and Impounding Res. 
Lake River and Other intakes 
Wells and Springs 
infiltration Galleries and Tunnels 
Supply Mains 
Power Generation Equipment 
Electric Pumping Equipment 
Water Treatment Equipment 
Distribution Reservoirs & Standpipe 
Transmission and Distribution Mains 
Services 
Meters 
Hydrants 
Backflow Prevention Devices 
Other Plant and Miscellaneous Equipment 
Office Furniture and Fixtures 
Transpoltation Equipment 
Stores Equipment 
Tools and Work Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communications Equipment 
Miscellaneous Equipment 
Other Tangible Plant 

TOTALS 

Post Test Year Plant per 8-2 
WlFA #2 Funded 

303 Land and Land Rights 
304 Structures and Improvements 
305 Collecting and Impounding Res. 
307 Wells and Springs 
31 1 Electric Pumping Equipment 
331 Transmission and Distribution Mains 

RD Loan # 1 I Grant Funded 
331 Transmission and Distribution Mains 
31 1 Electric Pumping Equipment 

RD Loan # 2 I Grant Funded 
305 Collecting and Impounding Res. 
307 Wells and Springs 
320 Water Treatment Equipment 
331 Transmission and Distribution Mains 

Total P N  Plant 

Retirements 
307 Wells and Springs 
31 1 Electric Pumping Equipment 

Total Plant 

Less: Amortization of Contributions - Balance End of N 
Amortization of Contributions - RD # 1 Grants 

Total Contributions 
Total Depreciation Expense 

Test Year Depreciation Expense 

Increase (decrease) in Depreciation Expense 

Oriqinal Cost 
8,685 

113,026 
208,917 
36,949 

1,418,783 

417,795 
9,335 

1,110,699 
3,117,186 

471,158 
266,742 
27,244 

151 , I  20 
113,217 

108,281 

41,656 

$ 7,620,790 

93,669 

325,242 
360,000 
300,000 

$ 1,078,911 

2,985,000 
50,000 

$ 3,035,000 

1,438,500 

305,000 
$ 1,743,500 

$ 5,857,411 

ProDosed Depreciation 
Expense 

0.00% 
0.00% 
0.00% 
3.33% 6,957 
2.22% 820 
2.50% 
3.33% 47.245 
6.67% 
2 00% 
5.00% 

12.50% 52,224 
3.33% 31 1 
2.22% 24,658 
2.00% 62,344 
3.33% 15,690 
8.33% 22,220 
2.00% 545 
6.67% 
6.67% 
6.67% 10,080 

20.00% 22,643 
4.00% 
5.00% 5,414 

10.00% 
5.00% 

10.00% 4,166 
10.00% 
10.00% 

$ 275,316 

0.00% 

2.22% 7,220 
3.33% 11,988 

12.50% 37,500 
2.00% 

56,708 

2.00% 59,700 
12.50% 6,250 

65,950 

2.22% 
3.33% 47,902 
5.00% 
2.00% 6,100 

54.002 

$ 176,660 

$ (362,257) 
$ (43,519) 

$ 13,072,426 

$ 1,686,943 
1,365,750 

$ 3,052,693 

3.33% (12,063) 
12.50% (5.440) 

3.46% $ (58,326) 
3.46% (47,221) 

$ 328,927 

223,521 

105,406 



77 Adjustment to Revenues andlor Expenses $ 105,406 



Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Adjustment to Revenues and Expenses 
Adjustment Number 2 

Line 
No. 
1 
- 

Adiust ProDertv Taxes to Reflect ProDosed Revenues: 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

Adjusted Revenues in year ended 08/31/05 
Adjusted Revenues in year ended 08/31/05 
Proposed Revenues 
Average of three year's of revenue 
Average of three year's of revenue, times 2 
Add: 
Construction Work in Progess at 10% 
Deduct: 
Book Value of Transportation Equipment 

Full Cash Value 
Assessment Ratio 
Assessed Value 
Property Tax Rate 

Property Tax 
Tax on Parcels 

Total Property Tax at Proposed Rates 
Property Taxes in the test year 
Change in Property Taxes 

Adjustment to Revenues andlor Expenses 
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$ 1,347,170 
1,347,170 
1,675,387 

5 1,456,576 
$ 2,913,151 

5 

113,217 

$ 2,799,934 
23 50% 

657.985 
15.9722% 

105,094 
261 

$ 105,356 
101,634 

$ 3,722 
~ 

$ 3,722 



Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 
Adjustment Number 3 
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Line 
- No. 

1 Rate Case Expense 
2 
3 Estimated Rate Case Expense 
4 
5 
6 
7 Annual Rate Case Expense 
8 
9 
10 
11 Increase(decrease) Rate Case Expense 
12 
13 Adjustment to Revenue andlor Expense 
14 
15 
16 
17 
18 
19 
20 

Estimated Amortization Period in Years 

Test Year Rate Case Expense 

$ 75,000 

3 

$ 25,000 

$ 

$ 25,000 

$ 25,000 



Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Adjustment to Revenues and Expenses 
Adjustment Number 4 
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Line 
- No. 

1 Revenue Annualization 
2 
3 
4 Revenue Annualization 
5 
6 
7 
6 Total Revenue from Annualization 
9 
10 
11 
12 
13 SUPPORTING SCHEDULES 
14 
15 H-I 
16 
17 
18 
19 
20 

Adjustment to Revenue andlor Expense 

C-2 pages 5a to 5c 

$ 1,220 

$ 1,220 

$ 1,220 



Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Adjustment to Revenues and Expenses 
Adjustment Number 5 

Line 
- No. 

1 Proiected Interest Expense 
2 
3 
4 WlFA Loan # I  
5 WlFA Loan #2 
6 Rural Development Loan # I  
7 Rural Development Loan #2 
8 Total 
9 
10 Test Year interest Expense 
11 
12 
13 
14 
15 
16 
17 
18 
19 SUPPORTING SCHEDULES 
20 0-2, page2 
21 
22 

increase (decrease) in interest Expense 

Adjustment to Revenue and/or Expense 

Exhibit 
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$ 2,354 
50.318 
78,782 
82,286 

$ 213,741 

$ 17,495 

$ 196,246 

$ 196,246 

24 
25 



Avra Water Co-op, Inc. 
Test Year Ended December 31,2001 

Adjustment to Revenues and Expenses 
Adjustment Number 6 
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Line 
- No. 

1 
2 
3 RateCode Account 
4 GS3-3 34000 
5 GS3-3 597800 
6 WP1-3 34600 
7 WPI-3 34500 
8 RSI 34300 
9 GS3-3 34100 
10 GS3-3 2499001 
11 GS2-3 2625900 
12 GS3-3 2 4 5 4 5 0 0 
13 R S I  2940600 
14 GS3-3 33400 
15 WPI-3 33600 
16 GSI-3 3 5 9 9 9 0 0 
17 RSI  33700 
18 GSI-3 2212500 
19 
20 
21 
22 
23 
24 
25 
26 
27 

Increase Purchased Power Due to Rate Increase from Trico Electric 

Adjustment to Revenue andlor Expense 

Old Rates 
$ 14,681 

17,913 
6,608 

17,462 
2,264 

12,182 
6,977 
6,540 

22.809 
1,504 

10,383 
30,714 

1,791 
190 

New Rates 
$ 15,471 

18,852 
6,895 

18,129 
2,325 

12,800 
7,359 
6,877 

23,959 
1,564 

10,947 
31,850 

1,900 
24 1 

1,294 1,405 Difference 
153,310 160,574 $ 7,264 

$ 7,264 



Avra Water Co-op, Inc. 
Test Year Ended December 31,2001 

Adjustment to Revenues and Expenses 
Adjustment Number 7 
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Line 
- No. 

1 
2 
3 
4 
5 Cost per 1,000 gallons 
6 
7 
8 Additional Expense 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

Annualize power cost for additonal aailons from annualization of revenues 

Test Year Power Costs Annualized for Trim Rate Increase (See Adjustmet 6) 
Gallons sold in Test Year (1,000's) 

Additonal gallons from annualization (in 1,000's) 

Adjustment to Revenue andlor Expense 

$ 160,574 
315,930 
0.50826 

202 

$ 103 

$ 103 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

Avra Water Co-op, Inc. Exhibit 
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Test Year Ended August 31,2005 
Computation of Gross Revenue Conversion Factor 

Description 
Federal Income Taxes 

State Income Taxes 

Other Taxes and Expenses 

Total Tax Percentage 

Operating Income % = 100% - Tax Percentage 

1 = Gross Revenue Conversion Factor 
Operating Income % 

SUPPORTING SCHEDULES: 

Percentage 
of 

Incremental 
Gross 

Revenues 
0.00% 

0.00% 

0.00% 

0.00% 

100.00% 

1 .oooo 

RECAP SCHEDULES: 
A- 1 



Line 
- No. Item of CaDital 

1 Long-Term Debt 

Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Summary of Cost of Capital 

End of Test Year 

Percent (e) 
Dollar of Cost Weighted 

Amount - Total & & C o s t  
766,944 23.24% 3.26% NIA 

n 
L 

3 Membership Equity 2,533,731 7676% 000% NIA 
4 
5 Totals 3,300,675 100 00% 0 00% 
6 
7 
8 (1) Increase Equity for AID adjustment B-2, page 1 0 89,769 
9 
10 
11 SUPPORTING SCHEDULES: 
12 D-1 
13 D-3 
14 D-4 
15 E- I  
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

Exhibit 
Schedule D- I  
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End of Proieded Year 

Percent (e) 
Dollar of Cost Weighted 

Amount - Rate Cost 
5,210,863 66.33% 4.22% NIA 

2,644,987 33.67% 0.00% NIA 

7,855,850 100.00% 0.00% 

RECAP SCHEDULES: 
A-3 



;ri I 



~ m m m  
N b - r  s N. v? -. ' 
o r m m  - w o o  
r r r  



Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Cost of Preferred Stock 
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End of Test Year End of Proiected Year 

Line Description Shares Dividend Shares Dividend 
~ o .  of Issue Outstanding Amount Requirement Outstanding Amount Requirement 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 SUPPORTING SCHEDULES: 
18 (a) E-I 
19 
20 

NOT APPLICABLE, NO PREFERRED STOCK ISSUED OR OUTSTANDING 

RECAP SCHEDULES: 
(a) D- I  



Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Cost of Common Equity 
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Line 
__ No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 SUPPORTING SCHEDULES: 
18 (a) E-I 
19 
20 

The Company is proposing a 19% operating margin. 

RECAP SCHEDULES: 
(a) D-I 



Line 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 

Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Comparative Balance Sheets 

ASSETS 
Plant In Service 

Non-Utility Plant 
Construction Work in Progress 
Less: Accumulated Depreciation 
Net Plant 

Debt Reserve Fund 

CURRENT ASSETS 
Cash and Equivalents 
Restricted Cash 
Accounts Receivable, Net 
Materials and Supplies 
Prepayments 
Other Current Assets 
Total Current Assets 

Deferred Debits 

Other Investments & Special Funds 

TOTAL ASSETS 

LIABILITIES AND STOCKHOLDERS' EQUITY 

Membership Equity 

Long-Term Debt (Net of Current Portion) 

CURRENT LIABILITIES 
Accounts Payable 
Current Portion of Long-Term Debt 
Customer Security Deposits 
Customer Meter Advances, Currentportion 
Advances in Aid of Construction, Current Portion 
Accrued Taxes 
Other Current Liabilities 

Total Current Liabilities 

Customer Meter Advances (Net of Current Portion) 
DEFERRED CREDITS 

Exhibit 
Schedule E-I 
Page 1 
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Test 
Year Year Year 

Ended Ended Ended 
813112005 813112004 813112003 

$ 7,620,789 $ 6,685,836 $ 6,100,255 

246,805 221,631 88,900 
(3,557,581) (3,300,321) (3,067,940) 

$ 4,310,014 $ 3,607,146 $ 3,121,215 

$ 586,612 $ 732,129 $ 741,588 
95,125 

135,339 138,312 143,256 
28,755 28,279 27,247 
23.423 11.354 12.684 
37,212 38,301 381230 

$ 811,341 $ 948,375 $ 1,058,130 

!t - ! t  - ! t  

$ - $  - $  

$ 5,121,355 $ 4,555,521 $ 4,179,345 

$ 2,443,962 $ 2,324,402 $ 2,061,828 

$ 618,030 $ 163,726 $ 199,132 

$ 5,055 $ 10,155 $ 19,191 
148,914 163,193 94,274 
45,636 45,782 53,299 
28,000 29,000 22,000 
1 1,000 15,000 18,000 
68,098 67,072 64,574 
38,781 32,173 42,082 

$ 345.484 $ 362.375 $ 313.420 

$ 62,447 $ 90.688 $ 113.123 
Advances in Aid of Construction (Net of Current Portion) 708,102 894,675 896,684 
Contributions In Aid of Construction, Net 943,330 719,655 595,248 
Asset Retirement Obligations 
Total Deferred Credits $ 1,713,879 $ 1,705,018 $ 1,605,055 

Total Liabilities & Common Equity $ 5,121,355 $ 4,555,521 $ 4,179,435 

SUPPORTING SCHEDULES: 
E-5 



Line 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 

Avra Water Co-op, Inc. 
Test Year Ended August 31, 2005 
Comparative Income Statements 
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Revenues 
Metered Water Revenues 
Unmetered Water Revenues 
Other Water Revenues 

Total Revenues 
Operating Expenses 

Salaries and Wages 
Employee Pensions and Benefits 
Purchased Water 
Purchased Power 
Chemicals 
Materials and Supplies 
Office Supplies and Expense 
Contractual Services - Engineering 
Contractual Services - Accounting 
Contractual Services - Legal 
Contractual Services - Other 
Water Testing 
Rents 
Transportation Expenses 
Insurance -Vehicle 
Insurance - General Liability 
Insurance -Workers Comp. 
Insurance - Other 
Regulatory Commission Expense - Rate Case 
Advertising Expense 
Water Resourse Conservation 
Bad Debt Expense 
Miscellaneous Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 

Total Operating Expenses 
Operating Income 
Other Income (Expense) 

Interest Income 
Other income 
Interest Expense 
Other Expense 

Total Other Income (Expense) 
Net Profit (Loss) 

Test Prior Prior 
Year Year Year 

Ended Ended Ended 
813112005 813112004 813112003 

$ 1,286,465 $ 1,285,924 $ 1,253,093 

59,485 62,669 64,683 
$ 1,345,950 $ 1,348,592 !$ 1,317,776 

$ 349,611 $ 
62,091 

151,149 
4,529 

28,442 

5,602 
36,017 
13,246 
44,697 

8,609 
11,864 
67,841 

7,050 
2,169 
3,648 
6,017 

2,447 
2,340 
3,782 

48,440 
223,521 

30,823 
101,634 

275,527 $ 
41,831 

153,330 
3,714 

33,397 

5,236 
32,770 
10,993 
53,950 

8,129 
10,514 
52,892 

6,086 
2,847 
2,496 
4,571 

999 
2,381 

47,524 
203,790 

26,442 
99,359 

281,920 
43,913 

142,381 
2,670 

26,274 

5,254 
29,448 

5,141 
47,826 

7,156 
9,640 

60,248 
5,211 
3,860 
3,413 
4,652 

26,279 
552 

1,281 
263 

46,863 
196,573 
26,837 
96,484 

$ 1,215,569 $ 1,078,778 $ 1,074,139 
$ 130,381 $ 269,814 $ 243,637 

6,674 6,504 6,755 
88 91 5 

(17,495) (1 3,832) (21,414) 

$ (10,821) $ (7,240) $ (13,744) 
$ 119,560 $ 262,574 $ 229,893 



Line 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 

No. 

Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Comparative Statements of Cash Flows 
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Cash Flows from Operating Activities 
Net Income 
Adjustments to reconcile net income to net cash 

provided by operating activities: 
Depreciation and Amortization 
Deferred Rate Case Expense 
Amorization of Finance Fees 
Changes in Certain Assets and Liabilities: 

Accounts Receivable 
Materials and Supplies Inventory 
Prepaid Expenses 
Accounts Payable 
Customer Deposits 
Taxes Payable 
Other assets and liabilities 
Patronage Distributions Received 

Net Cash Flow provided by Operating Activities 
Cash Flow From Investing Activities: 

Capital Expenditures 
Proceeds - Investments 
Construction Contract Credits 

Net Cash Flows from Investing Activities 
Cash Flow From Financing Activities 

Proceeds - Release of Restricted Cash 
Interest Credited to Restricted Cash 
Receipts of contributions in aid of construction 
Receipts of advances in aid of construction 
Receipts of Meter Advances 
Receipts of Customer Security Deposits 
Long-term Debt Borrowing 
Repayments of Long-Term Debt 
Refunds of Customer Security Deposits 
Refunds of advances in aid of construction 
Refunds of Meter Advances 

Net Cash Flows Provided by Financing Activities 
Increase(decrease) in Cash and Cash Equivalents 
Cash and Cash Equivalents at Beginning of Year 
Cash and Cash Equivalents at End of Year 

Test Prior Prior 
Year Year Year 

Ended Ended Ended 
8/31 12005 8/31/2004 8/31/2003 

$ 119,560 $ 262,574 $ 229,893 

223,521 203,790 196,573 
26,279 

85 1 330 

2,973 4,944 (19,651) 
(476) (1,032) 3,048 

(12,069) 1,330 (2,397) 
(5,100) (9,036) 1,659 

1,026 2,498 754 
6,608 (9,909) (993) 

(922) (2,000) 
$ 336,043 $ 455,088 $ 433,495 

(960,128) (718,222) (186,465) 

(1 3,278) (1 4,296) (1 6,157) 
$ (972,317) $ (732,518) $ (202,622) 

1,089 

93,500 

27,778 
582,610 

(142,585) 
(27,924) 
(13,381) 
(29,241) 

96,087 
(962) 

39,375 
137,624 

13,335 
26,646 

285,199 
(251,686) 

(34,163) 
(1 4,7 14) 
(28,770) 

83,381 
(1,926) 
34,374 
14,089 
8,260 

24,349 

(1 07,2 14) 
(1 7 5 1  6) 
(22,260) 
(21,710) 

$ 490,757 $ 267,971 $ (6,173) 
(1 4551 7) (9,459) 224,700 

516,888 
$ 586,612 $ 732,129 $ 741,588 

732,129 741,588 



Line 
- No. 

1 
2 
3 
4 Balance, August 31, 2002 
5 Addnl Paid In Capital 
6 
7 Net Income 
8 
9 Balance, August 31, 2003 
10 Addnl Paid In Capital 
11 
12 Net Income 
13 
14 Balance, August 31, 2004 
15 Addnl Paid In Capital 
16 
17 Net Income 
18 
19 Balance, August 31,2005 
20 
21 
22 
23 
24 
25 
26 SUPPORTING SCHEDULES: 

Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 
Statement of Changes in Equity 

Exhibit 
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Accumulated Excess 
Member Additional of 
ECJU& Paid-In-Capital Revenues Over Expenses Total 

$ - $  - $  1,831,935 $ 1,831,935 

229,893 229,893 

$ - $  - $  2,061,828 $ 2,061,828 

262,574 262,574 

$ - $  - $  2,324,402 $ 2,324,402 

119,560 119,560 

$ - $  - $  2,443,962 $ 2,443,962 

RECAP SCHEDULES: 



Line 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

No. 
Acct. 
- No. 

30 1 
302 
303 
304 
305 
306 
307 
308 
309 
31 0 
31 1 
320 
330 
33 1 
333 
334 
335 
336 
339 
340 
341 
342 
343 
344 
345 
346 
347 
348 

Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Detail of Plant in Service 

Plant DescriDtion 

Organization Cost 
Franchise Cost 
Land and Land Rights 
Structures and Improvements 
Collecting and Impounding Res. 
Lake River and Other Intakes 
Wells and Springs 
Infiltration Galleries and Tunnels 
Supply Mains 
Power Generation Equipment 
Electric Pumping Equipment 
Water Treatment Equipment 
Distribution Reservoirs & Standpipe 
Transmission and Distribution Mains 
Services 
Meters 
Hydrants 
Backflow Prevention Devices 
Other Plant and Miscellaneous Equipment 
Office Furniture and Fixtures 
Transportation Equipment 
Stores Equipment 
Tools and Work Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communications Equipment 
Miscellaneous Equipment 
Other Tangible Plant 
Plant Held for Future Use 

TOTAL WATER PLANT 

SUPPORTING SCHEDULES 

Exhibit a 
Schedule E-5 
Page 1 
Witness: Bourassa 

Plant 
Additions, 

Plant Reclass- 
Balance ications or 

at or 
8/31/2004 Retirements 

$ 8,685 $ 

106,087 6,938 
191,922 16,995 
28,418 

889,312 529,470 

378,635 
9,335 

1 , I  10,199 
2,886,641 

465,590 
206,363 

23,162 

39,160 

500 
230,545 

5,567 
60,379 
4,082 

138,030 13,090 
113,217 

102,166 6,115 

28,074 13,582 

Plant 
Balance 

at 
8/31 12005 

$ 8,685 

113,026 
208,917 

36,949 

1,418,783 

417,795 
9,335 

1 , I  10,699 
3,117,186 

471,158 
266,742 

27,244 

151,120 
113,217 

108,281 

41,656 

$ 6,685,836 $ 926,422 $ 7,620,789 

RECAP SCHEDULES: 
A-4 
E-I 



Line 
_. No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Operating Statistics 

Exhibit 
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Test Prior Prior 
Year Year Year 

Ended Ended Ended 
8/31 12005 8/31 12004 8/31 12003 

WATER STAT IS TICS : 

Total Gallons Sold (in Thousands) 

Water Revenues from Customers: 

Year End Number of Customers 

Annual Gallons (in Thousands) 
Sold Per Year End Customer 

Annual Revenue per Year End Customer 

Pumping Cost Per 1,000 Gallons 
Purchased Water Cost per 1,000 Gallons 

31 5,930 334,785 342,755 

$ 1,286,465 $ 1,285,924 $ 1,253,093 

2,529 2,528 2,493 

125 132 137 

$ 508.69 $ 508.67 $ 502.64 

$ 0.4784 $ 0.4580 $ 0.4154 
$ - $  - $  



Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Taxes Charged to Operations 
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Line 
- No. 
1 Description 
2 
3 Federal Income Taxes 
4 State Income Taxes 
5 Payroll Taxes 
6 Property Taxes 
7 
8 Totals 
9 
10 
I 1  
12 
13 
14 

Test Prior Prior 
Year Year Year 

Ended Ended Ended 
8/31 12005 8/31 12004 8/31 12003 

$ - $ - $  

30,823 26,442 26,837 
101,634 99,359 96,484 

$ 132,457 $ 125,801 $ 123,321 

A 



Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Notes To Financial Statements 

Please see the attached audited financials 

Exhibit 
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INDEPENDENT AUDITORS' REPORT 

ULLRRANN & COMPANY. P.C. 
Certified Public Accountants 

September 16,2005 



'1 35,339 ?38,312 



Contnbutians in Aid of Construction 

Looq-Term Debt (Net of Current Portion1 

mal Capitalization 

Current Liabilities 
Currefit Maturity of Long-Tern1 Debt 
A C C I J U ~ ~ S  Payable 
C us to mer Secu ri i y  De pos i t s 
Curt wit Porrron of Customer Meter Advances 
Current Portion of Customer Advances in 

kid of Cor?slructian 
Accruccr Ptsperly Taxes 
i3~)fher Accrued tiab.lit,es 

Total Current Liabilities 

Deferred Credits and Other hiabilities 
CtJstoml?f hkk r  AdVanGSS (Net Of 

Current Por,ion) 

(Net of Current Porfron) 
Total Deferred_-Credits and Other Liabili@es 

&;els!omer Aduames in Aid of Construction 



Excess of Operatinq Revenue Over 
0 pc r a ti 11 g Ex e n ses $; 1313,3Erl - cy__ s 269,814 

Other Revenue <Expenses> 
Interest on Debt $ (77,495j $ (12.981) 

- P,mortizatian of Financing Fees 1851) 
Interest Income 5,G74 6 504 
Non-Operating Rez/enue -_ -."- 88 

Total Other ,Revenue <Expenses> --L. 5 ('ib353 d-- s ti-24c)) -I- 

Excess of Revenue Over Emenses 0 119,5683 3 262,574 



*,Flaws from Operating Activities 
C a m  Rccoived from Custemer's 
Cash P a d  for Expenses 
Merest Receiv5.d 
f nteres t Paid 

Net Cash Provided by Operatin$ Activities 

Cash Flows from lnvastinq Activities 
I M t y  Piant Expeadatiires 
Proceeds - Investmenis 
Proceeds - Release of Restricted Cash 
Interest Credited fa Reskctad Cash 

Net Cash Used in lnvestinq Activities 

Net  Change in Cash and Cash E,quivalents 

Cash and Cash Equivalents at 
Beginoinq of Year 

Cash and Cash Equivalents at  
End of Year 



Ne€ Gash Provided by Operatinq Activities 



NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 



Depreciation and Amo rtiza tian 

Depreciation charges are delrrmned on rates atdav:ed by the Arizona 
Corporation C~mrmss i~n  and were cajcutated on the stratght-line hasis at rates 
that range fvxri two to twenty percent pursuant to an order by the Arirona 
Corporation Cotnrnission. 

C5ntriba~tior-s in aid of construction are being amortized at a rate qua l  to t h e  
rate ailowed for depreciation, as a redc;dion of: dcpreciatian charges 



USE OF ESTIMATES IN PREPARATION OF FINANCIAL STATEMENTS 

T k  preparation of financial statements in ccmforniity with U S generally 
accepted accomtincj principles requircs rnrsriagement ta make estimates and 
assumptions thai affect t h e  rcported amounts of asse:s arid Irabiliirr;~ and 
disclosere of contingent assets and lia~iiriies at t h e  dale of t h e  ftnanciiif 
stateraenis and t h e  rqsorxecf amounts of revanties and expenses during the 
repoltifig period Accordingly, actual results could differ frov those esiirnates 

! 

- 9 -  
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NOTE 6 FINANCIAL INSTRUMENTS 

N 

- rq  - 



Long-term debt consists of the following" 

Long-Ierm debt maturities at August 3-7 are as f0llou~s: 

2006 $ 288,914 
2807 153:075 
2008 157,058 
2009 157,720 
201 0 and Thereafter , 150.177 " _ _  _..._- 

_.___-_x_- $76SL3GI 

- 2 2 -  

t 



LONG-TERM ~DELEQT 60NTINUED 

The CQYWEVI!~ of the  notes payable to The Watsr Infrastructure Flnanm Authority 
of Arizona require the  Co-op to retarn all existing capital and accumulated surpiers 
12 the busirtess and retairi all rwwiue over and above ttial nccded to pay 
operating rriatntenance, debt sewice and reserve requirenxwis. or m e  same to 
reduce obligations due  creditors, or invesn same for capital expendstctw reiated 
difectly to the Co-ops abihty to provide services $0 users. Also, restrictions are 
placed OR the Co-op related to creating, incurring, assuming, or anlowing to exist 
a n y  indebtedness or liability for borrowed money, for deferred purchase price sf 
psoperiy or sewices, or capital leases These restrrctions do not irtdude trade 
BCCOLII~TS p a y a b k  incurred rn the ardirtary C O U ~ S ~  of bllstness 

NOTE I Q  RETIREMENT PLAN CONTRIBUTIONS 

The CO-OP has adnptcd SIMPLE trtelt~~cl~al Reti~e~~ent ACCDLI~~ uncfef Section 
408 (p) of the Internal Revenue Code for its employees E m p l a y e ~ s  are ailcawed to 
make salary redirctietri contributions up to 512,000 for calendar year 2005 and 
S I 0  500 for calendar year 2004 The Co-op must either make a matching 
contribution to each etigible employee's SlfvIPkE IRA up tu 3 percent of the 
employee's compensation far the  calendar year or niake nonelective contr:buttons 
e ~ p 4  to 2 percent of csmpensation for !he cafendar year (up to a riiaximurn cf 
S205,OUO cif sompensation) The Co-op cermirrbutcd $6,608 in 2005 arld $5 629 in 
2c04 

- 3 3 -  



NOTE 12  OPERATING LEASES 

The Co-op has aperating leases for vehicles and office equipment wlth lease ternis 
ranging from three io five years. Vehicle and offrce teases charged to earnings 
was SE8.750 in 2005 rind 554,815 in 2004 (\.4rnimurn lease paynrents ux,!er 
opernting lease agreements expiring subsequent to August 31, 2005 ace as 
fQ!kY.VS: 

NOTE 1 3  CONSTRUCTION WQRK IN PROGRESS 

Constructiota work in progress in the amount of tS246,$85 f o r  2005 and $189.827 
par 2004 relates to a long-term utility plant cortstrc~ction project The total estimated 
cost of th@ project is 57.990,OOO. The Co-op has received approval frarrr i t% 
Arizona Carpsfation Commission Lo borrow 55,303 537 of tlars atiiuunt The Co-op 
plans to Fund the balanco of $2,606,463 \,yiIh. grants 

- 14 - 



Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 

Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Projected Income Statements - Present & Proposed Rates 

Revenues 
Metered Water Revenues 
Unmetered Water Revenues 
Other Water Revenues 

Operating Expenses 
Salaries and Wages 
Employee Pensions and Benefits 
Purchased Water 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Office Supplies and Expense 
Contractual Services - Engineering 
Contractual Services - Accounting 
Contractual Services - Legal 
Contractual Services - Other 
Water Testing 
Rents 
Transportation Expenses 
Insurance - Vehicle 
Insurance - General Liability 
Insurance - Workers Comp. 
Insurance - Other 
Regulatory Commission Expense - Rate Case 
Advertising Expense 
Water Resourse Conservation 
Bad Debt Expense 
Miscellaneous Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 

Total Operating Expenses 
Operating Income 
Other Income (Expense) 

Interest Income 
Other income 
Interest Expense 
Other Expense 
Gain/Loss Sale of Fixed Assets 

Total Other Income (Expense) 
Net Profit (Loss) 

Exhibit 
Schedule F-I 
Page 1 
Witness: Bourassa 

At Present At Proposed 
Rates Rates 

Test Year Year Year 
Ended Ended Actual 

Results 813 1 I2006 813112006 

$ 1,286,465 $ 1,287,685 $ 1,615,902 

59,485 59,485 59,485 
$ 1,345,950 $ 1,347,170 $ 1,675,387 

$ 349,611 $ 349,611 $ 349,611 
$ 62,091 $ 62,091 $ 62,091 

151,149 
4,529 
28,442 

5,602 
36,017 
13,246 
44,697 
8,609 
11,864 
67,841 
7,050 
2,169 
3,648 
6,017 

2,447 
2,340 
3,782 
48,440 
22332 1 
30,823 
101,634 

158,515 
4,529 
28,442 

5,602 
36,017 
13,246 
44,697 
8,609 
11,864 
67,841 
7,050 
2,169 
3,648 
6,017 
25,000 
2,447 
2,340 
3,782 
48,440 
328,927 
30,823 
105,356 

158,515 
4,529 
28,442 

5,602 
36,017 
13,246 
44,697 
8,609 
11,864 
67,841 
7,050 
2,169 
3,648 
6,017 
25,000 
2,447 
2,340 
3,782 
48,440 
328,927 
30,823 
105,356 

S 1.215.569 S 1.357.063 $ 1.357.063 
$ 130,381 $ (9,893) $ 318,323 

6,674 6,674 6,674 

(17,495) (213,741) (21 3,741) 

$ (10,821) $ (207,067) $ (207,067) 
$ 119,560 $ (216,960) $ 111,256 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
37 
38 
39 
40 
41 
42 
43 
44 

Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Projected Statements of Changes in Financial Position 
Present and Proposed Rates 

Cash Flows from Operating Activities 
Net Income 
Adjustments to reconcile net income to net cash 

provided by operating activities: 
Depreciation and Amortization 

Changes in Certain Assets and Liabilities: 
Accounts Receivable 
Materials and Supplies Inventory 
Prepaid Expenses 
Accounts Payable 
Customer Deposits 
Taxes Payable 
Other assets and liabilities 

Net Cash Flow provided by Operating Activities 
Cash Flow From Investing Activities: 

Capital Expenditures 
Proceeds - Investments 
Construction Contract Credits 

Net Cash Flows from Investing Activities 
Cash Flow From Financing Activities 

Proceeds - Release of Restricted Cash 
Interest Credited to Restricted Cash 
Receipts of contributions in aid of construction 
Receipts of advances in aid of construction 
Receipts of Meter Advances 
Receipts of Customer Security Deposits 
Long-term Debt Borrowing 
Repayments of Long-Term Debt 
Refunds of Customer Security Deposits 
Refunds of advances in aid of construction 
Refunds of Meter Advances 

Net Cash Flows Provided by Financing Activities 
Increase(decrease) in Cash and Cash Equivalents 
Cash and Cash Equivalents at Beginning of Year 
Cash and Cash Equivalents at End of Year 
F-3 

Exhibit 
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At Present At Proposed 
Rates Rates 

Test Year Year Year 
Ended Ended Ended 

8/31/2005 813112006 813112006 

$ 119,560 $ (216,960) $ 111,256 

223,521 328,927 328,927 

2,973 

(12,069) 
(476) 

(5,100) 

1,026 
6,608 

$ 336,043 $ 111,967 $ 440,183 

(960,128) (4,635,000) (4,635,000) 
1,089 

(13,278) 
$ (972,317) $ (4,635,000) $ (4,635,000) 

93,500 

27,778 
582,610 3,105,000 3,105,000 

(1 42,585) (148,914) (1 48,914) 
(27,924) (27,924) (27,924) 

(29,241 ) (28,000) (28,000) 

$ 490,757 $ 2,889,162 $ 2,889,162 
(145,517) (1,633,871) (1,305,655) 

(1 3,381) (1 1,000) (1 1,000) 

732,129 586,612 586,612 
$ 586,612 $ (1,047,259) $ (719,042) 



Line 
No. 
1 
2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 
15 
16 
17 

19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 

a 

l a  

28 

Account 
Number 

301 
302 
303 
304 
306 
307 
310 
31 1 
320 
330 
331 
333 
334 
335 
339 
340 
34 1 
343 
344 
345 
346 
348 

Total 

Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Projected Construction Requirements 

Exhibit 
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Plant Asset: 
Organization Cost 
Franchise Cost 
Land and Land Rights 
Structures and Improvements 
Lake, River and Other Intakes 
Wells and Springs 
Power Generation Equipment 
Electric Pumping Equipment 
Water Treatment Equipment 
Distribution Reservoirs & Standpipe 
Transmission and Distribution Mains 
Services 
Meters 
Hydrants 
Plant Structures and Improvements 
Office Furniture and Fixtures 
Transportation Equipment 
Tools and Work Equipment 
Power Operated Equipment 
Communications Equipment 
Miscellaneous Equipment 
Other Tangible Plant 

2006 - 2007 - 2008 Test Year 
$ - $  - $  - $  

6,938 
16,995 650,000 

1,000,000 700,000 
529,470 

675,000 
39,160 2,310,000 305,000 

500 
230,545 

5,567 
60,379 
4,082 

13,090 

6,115 
$ 906,726 $ 4,635,000 $ 305,000 $ 700,000 



Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 
Assumptions Used in Rate Filing 

Exhibit 
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Line 
- No. 
1 
2 ofRevenue 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

Property Taxes were computed using the method used by the Arizona Department 

Projected construction expenditures are shown on Schedule A-4. 

Expense adjustments are shown on Schedule C2, and are explained in the testimony. 

Income taxes were computed using statutory state and federal income tax rates. 
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BEFORE THE ARIZONA CORPORATION COMMISSION 

IN THE MATTER OF THE APPLICATION OF 

CORPORATION, FOR A DETERMINATION 
OF THE CURRENT FAIR VALUE OF ITS 
UTILITY PLANT AND PROPERTY AND FOR 
INCREASES IN ITS RATES AND CHARGES 
FOR UTILITY SERVICE. 

AVRA WATER CO-OP, INC., AN ARIZONA 
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Avra Water  Cooperative, Inc. 
2004 Rate  Application 

Docket No. 
W-02126A-06-0- 

Direct Pre-filed Testimony 
Chris  Ward  

1. Please state your name and business address. 

A. Chris Ward, 11821 Picture Rock Road, Tucson, Arizona 85743 

2. By whom are you employed and in what capacity? 

A. I am employed by Avra Water Cooperative, Inc. as the General Manager of 

the Company. 

3 .  How long have you been so employed? 

A. I have been with the Company for approximately 8 years. 

1. Please give a brief resume’ of your education and experience as it relates to the utility 

business. 

A. I have been involved in the Water Industry since 1984 and have held 

positions from Meter Reader to General Manager, I currently hold Arizona Department of 

Environmental Quality certifications in Water Distribution, Grade 4 and Water Treatment 

Grade 2 

5. 

system? 

Will you please describe for the record the location of the Avra Water Cooperative water 

12002.00000.1 10 
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A. Avra Water is a community-owned domestic water provider located in Avra 

Valley, Pima County, Arizona. Avra Water is located west of the Tucson Mountains 

adjacent to the Saguaro National Park on the northwest side of the Tucson metropolitan 

area. Our service area of 12.48 square miles is composed of four noncontiguous but closely 

spaced areas, all located within unincorporated Pima County. (Sections 

1,3,4,5,7,8,9,10,11,12,16,18,19 and 20 in T-134, R-11-E also Sections 33,34 and 35 in T-12- 

E, R-11-E.) 

6. Please describe the service area and Company operations. 

A. Avra provides water service to approximately 2,529 active water accounts 

with an estimated population of 8,000 people at the end of the test year. The service area is 

a “bedroom” community composed primarily of mobile homes on 1 - 5 acres of land. 

Average cost of such housing ranges from $60,000 to $150,000. Prices for site-built homes 

in the service area range from $80,000 to $300,000. Water is supplied from seven deep 

wells through five storage reservoirs, six booster pump stations, and approximately 80 

miles of distribution mains. The water pumping and distribution system is controlled by a 

SCADA system utilizing FM radio telemetry. All of Avra’s 2,529 customers are metered. 

There are only 24 bills for meters larger than a 5/8 Inch meter. Of the larger metered 

accounts, 36% are categorized as government agencies. AWC provides water to the 

Picture Rocks Fire Department, two schools, Pima County Sheriff’s Department and the 

Picture Rocks Health Center. AWC has one commercial account which is a plant nursery 

that provides about 2% of the Company’s annual revenue. The Avra Water staff currently 

consists of a General Manager and seven other full time employees in two departments. 

The Operations Department consists of four Distribution Operators. The Administration 

1200200000 110 
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Department consists of a Customer Service Technician, an Administrative Assistant and a 

part-time Water Conservation Technician. 

7. 

as Exhibit A- 1 ? 

Are you familiar with the Application that has been submitted in this Docket and marked 

A. Yes,Iam. 

Will you please explain the basic factual issue describing the need for this increase? 

A. 

8. 

The rate increase is needed to fund debt repayment Avra Water Co-op 

(AWC) has incurred in changing the supply and distribution system to comply with the 

new Arsenic rules. AWC will be drilling three new wells to replace the older high arsenic 

wells, this along with higher production of these wells will help AWC meet ADEQ peak day 

demands. This project also includes two water storage tanks (one will be a 300,000 to 

replace a small 50,000 older tank, one will be a new 500,000 tank) along with 

approximately 24,000 feet of new pipeline to handle the increased well capacity and get the 

new well water to the distribution system. An arsenic treatment facility is also included, if 

needed as the new wells may come in with higher arsenic levels then the standard after 

initial pumping. Repayment of the debt will cause AWC to start operating at a net loss. 

AWC currently has money in savings, which could cover the debt for awhile, however the 

Co-op is self-insured which means it needs to maintain enough funds on hand to cover a 

major loss should one should occur, i.e., if one of the large reservoirs needed to be replaced. 

AWC needs to maintain at least $290,000 to remain self-insured. Included in this figure is 

30 days of Operating and Maintenance Expenses, plus General and Administrative 

Expenses. If these funds were used for the repayment of debt, the Company’s equity would 

start to erode. The new arsenic rules have had a significant impact on AWC, as arsenic 
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levels exceed the MCL in six out of seven existing wells. Changes that are being done to the 

distribution system relate to conforming to the new arsenic standard as well as providing 

adequate supplies of water to the AWC customers. Adequate water supplies are required 

not only for drinking water and other potable uses, but for use in evaporative cooling of 

homes during the summer months, which is heavily relied upon in AWC’s service area. 

AWC is a rural community that has a large population of horse or livestock owners that 

use considerable amounts of water. The health and safety of the customers served by the 

current distribution system is compromised because the system does not meet minimum 

requirements and engineering standards for source and storage as required by ADEQ. 

The changes are also needed to provide sufficient pressure within the water system for 

backflow prevention. Additionally, storage is lacking within the water system, which 

effects system reliability during peak demands or in the case of a well outage. Fuel cost for 

AWC’s vehicles is also taxing our operating budget. AWC’s Purchased Power provider 

was approved for a rate increase in 2005. This has a large impact, as Purchased Power is 

17% of our operating budget. Finally, the co-op needs to start accumulating equity for 

capital payments under the CAP contract which is needed to serve existing and future 

customers. 

9. 

increase. Will you please expand on that project? 

You indicated that the Arsenic Treatment issue has partially caused the need for this 

A. Yes. AWC has currently secured a loan from the Water Infrastructure Finance 

Authority (WIFA) for 1.9 million dollars and has spent approximately 51% to date on a 

replacement 300,000 water storage tank, a new well (arsenic level at  6 ppm) and design, 

engineering and environmental investigation. Additional funding is being provided by two 
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United States Department of Agriculture Rural Development (RD) loan and grant 

packages, the first of these is scheduled to close in April 2006 for $1.66 million Loan and 

$1.36 million in Grant monies. These funds will be used entirely on the 24,100 feet of new 

waterline in the project. The Letter of Conditions on the second phase is on schedule to be 

signed in late April or early May, this includes $1.74 million Loan and $1.42 million Grant 

those monies will be used to drill the next two wells and connect them to the system. Funds 

are included on this portion for Arsenic treatment facilities. 

10. 

2stimated in-service dates of those facilities? 

Do you have a schedule that describes the components of this project, including the 

A. Yes. Attached to this testimony is a chart showing those phases of the 

construction, their funding, their status, and in-service date. Please note they are all 

scheduled to be in service before the hearing in this matter, and well before the effective 

date of the new rates. 

1 1. 

this rate application? 

Has your Board, and the membership of Avra, approved the inclusion of these facilities in 

A. Absolutely. They realize the importance of compliance with the Arsenic 

requirements, and have been working on this through the engineering and financing 

requirements and approvals needed for many months, including the Commission’s 

approval of the WIFA and Rural Development loans. This is the final step in implementing 

this long and complicated compliance program. 

12. Q. Please comment on the proposed rate design. 
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A. AWC wanted to choose a rate design that encourages water conservation and 

is the most equitable to its customers. AWC has a concern about increasing the rates for 

commercial users and how to apply the increases. Since one commercial account provides 

about 2% of our annual revenue, AWC wanted to be sure that it did not increase rates to 

the point of driving away this customer. The annual revenue of this account is between 

$30,000 to $35,000. AWC would need between 60 and 80 new customers if this account 

were lost. AWC has only seen a 1% growth rate over the past three years, so providing 

water for 60 to 80 new accounts, is highly unlikely based on the historical growth. 

Customer growth during the test year was less than 15 customers. 

12. Does this conclude your testimony? 

A. Yes, it does. 
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I. INTRODUCTION AND QUALIFICATIONS. 

Q* 
A. 

Q. 
A. 

Q* 

A. 

PLEASE STATE YOUR NAME AND ADDRESS. 

My name is Thomas J. Bourassa. My business address is 139 W. Wood Drive, 

Phoenix, Arizona 85029. 

WHAT IS YOUR PROFESSION AND BACKGROUND? 

I am a Certified Public Accountant and am self-employed, providing consulting 

services to utility companies as well as general accounting services. I have a B.S. 

in Chemistry/Accounting from Northern Arizona University (1 980) and an 

M.B.A. with an emphasis in Finance from the University of Phoenix (1 99 1). 

COULD YOU BRIEFLY SUMMARIZE YOUR PRIOR WORK AND 

REGULATORY EXPERIENCE? 

Yes. I was employed by High-Tech Institute, Inc., and served as controller and 

chief financial officer, prior to becoming a private consultant. Prior to working 

for High-Tech Institute, I worked as a division controller for the Apollo Group, 

Inc. Before joining the Apollo Group, I was employed at Kozoman & Kermode, 

CPAs. In that position, I prepared compilations and other write-up work for water 

and wastewater utilities, as well as tax returns. 

In my private practice, I have prepared andor assisted in the preparation of 

several water and wastewater utility rate applications before the Arizona 

Corporation Commission (“Commission”), including Vail Water Company, E&T 

Water Company, Ponderosa Utility Company, Diablo Village Water Company, 

New River Utility Company, Far West Water & Sewer, Sedona Venture Water 

and Sewer, Bella Vista Water Company, Rio Verde Utilities, Gold Canyon Sewer 

Company, Green Valley Water Company, the Town of Oro Valley, Beardsley 

Water Company, Livco Water and Sewer Company, Pine Water Company, 
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Arizona-American Water Company, Chaparral City Water Company, Valley 

Utilities Water Company, Black Mountain Sewer Company, and Goodman Water 

Company. 

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING? 

I am testifying in this proceeding on behalf of the applicant, Avra Water Co-op 

(“AWC” or “the Company”). AWC is seeking increases in its rates and charges 

for water utility service in its certificated service area in Pima County. 

Q. 

A. 

11. OVERVIEW OF THE COMPANY’S APPLICATION. 

Q. 
A. 

Q* 
A. 

WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY? 

I will testify in support of the Company’s proposed rates. I am sponsoring 

Schedules A through H, which are filed concurrently herewith in support of the 

Company’s application. I was responsible for the preparation of these schedules 

based on my investigation and review of the relevant books and records for the 

Company. 

PLEASE SUMMARIZE THE COMPANY’S APPLICATION. 

The test year used by AWC is the 12-month period which ended August 3 1,2005. 

Since the Company is a member owned non-profit co-operative, a cost of capital 

analysis has not been performed. Instead, the revenue requirement is determined 

based on an operating margin approach. 

The Company proposes a 19 percent operating margin which will provide 

revenues sufficient to service long-term debt on system upgrades intended tc 

allow the Company to address system capacity and storage as well as watex 

quality concerns related to the new arsenic standards issued by the Federal 

Environmental Protection Agency, effective January 2006. The operating margin 

requested will also provide sufficient funds for on-going operating expenses. 

purchase of a Central Arizona (“CAP”) allocation and other expected capital 
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Q* 

A. 

requirements. 

To find the plant upgrades the Company currently has approval to issue 

debt from the Water Infrastructure Finance Authority (“WIFA”) and the United 

States Department of Agriculture Rural Development (“Rural Development”) for 

$3,126,193 (Decision 64008 , September 4, 2001) and from the United States 

Department of Agriculture Rural Development (“Rural Development”) for 

$2,144,344 (Decision 67159, August 10, 2004). In addition, the Company 

expects to obtain approximately $2,792,250 in grants from Rural Development. 

For further details, see the Direct Testimony of Christopher Ward. 

The Company has proposed certain pro forma adjustments to take into 

account known and measurable changes to rate base, expenses and revenues. 

These pro forma adjustments are consistent with normal ratemaking and with the 

Commission’s rules and regulations. They are also necessary to obtain a normal 

or realistic relationship between revenues, expenses and rate base. 

The Company’s fair value rate base is approximately $7,011,440. The 

increase in revenues to provide a 19 percent operating margin is approximately 

$328,217, an increase of approximately 24.36 percent over the adjusted and 

annualized test year revenues. The 18 percent operating margin results in a 

4.54% return on fair value rate base which is roughly the cost of projected year 

debt at 4.22%. 

WHY IS THE COMPANY FILING FOR RATE INCREASES AT THIS 

TIME? 

The Company’s last rate increase was approved on September, 2001 (Decision 

64008) using a test year ending December 31, 1999. Since that time, the 

Company has made significant investments in plant, and various operating 

expenses have increased. In the instant case, the Company proposes to include 
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Q* 

A. 

Q* 

$5,857,411 as post test year plant. As I mentioned previously, this plant is 

necessary in order to meet capacity and storage requirements of the Arizona 

Department of Environmental Quality (“ADEQ”) and to meet the new EPA 

arsenic standard. The Company proposes its rate base be adjusted to reflect this 

plant. The Company also proposes to include Rural Development grants (treated 

as contribution-in-aid of construction) in the amount of $1,365,750 which is 

funding part of this plant. WIFA debt and Rural Development debt has also been 

pro formaed into the application along with depreciation related to this plant in to 

account for the effects on income. As the application demonstrates, rate increases 

are necessary to ensure that the Company has the ability to service debt as well as 

provide sufficient funds for on-going expense, purchase of a Central Arizona 

(“CAP”) allocation and other expected capital requirements. 

HAS THE COMPANY CONSIDERED ANY ALTERNATIVES FOR 

OBTAINING THE NECESSARY REVENUES FROM RATE PAYERS? 

Yes. One alternative would be to propose a debt service surcharge recovery 

mechanism similar to the arsenic recovery surcharge mechanism approved for 

Valley Utilities Water Company (“VUWCO”) (Decision 68309, November 14, 

2005). However, The Company believes this is a less desirable alternative. 

First, while the plant is not yet complete as of this filing, it is expected to be 

complete by February of next year. The bulk of the plant upgrades is expected to 

be complete by October 2006. The cost and funding of the proposed post test year 

plant will be known and measurable before hearing in the instant case. Second, a 

debt recovery surcharge mechanism, as in the VUCO case, would consist of a flat 

monthly charge per customer and annual recalculation of the surcharge and annual 

reporting would be required. 

IS THE COMPANY REQUESTING CHANGES IN OPERATING 
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A. 

Q* 

A. 

Q. 

A. 

EXPENSES RELATED TO THE POST TEST YEAR PLANT? 

No. 

ARE OPERATING EXPENSES EXPECTED TO INCREASE AS THE 

RESULT OF THIS NEW PLANT? 

No. The plant upgrades consist primarily of new wells, storage, booster stations 

and transmission mains to transport water through the system from the new wells. 

Changes to operating expenses are expected to be material. Gallons pumped from 

the new wells will be offset gallons pumped from existing wells. 

HAVE YOU PROPOSED ADJUSTMENTS FOR RETIREMENT OF THE 

WELLS REPLACED? 

Yes. The proposed adjustments to rate base and the income statement account for 

retirement of the wells being replaced. 

111. SUMMARY OF A, E AND F SCHEDULES. 

Q. MR. BOURASSA, LET’S TURN TO THE COMPANY’S SCHEDULES. 

PLEASE DESCRIBE THE SCHEDULES LABELED AS A, E, AND F. 

The A-1 Schedule is a summary of the rate base, operating income, current 

operating margin, required operating margin, operating income deficiency, and 

the increase in gross revenue. A 19 percent operating margin is requested. 

Revenues at present and proposed and customer classifications are also shown on 

this schedule. 

A. 

The A-2 Schedule is a summary of results of operations for the test year, 

prior years, and a projected year at present rates and proposed rates. 

Schedule A-3 contains the Company’s capital structure for the test year and 

the two prior years. 

Schedule A-4 contains the plant construction, and plant in service for the 

test year and prior years. The projected plant additions are also shown on this 

-6- 
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schedule. 

Schedule A-5 is the summary of the Company’s changes in financial 

position (cash flow) for the prior two years, the test year at present rates, and a 

projected year at present and proposed rates. 

The E Schedules are based on the Company’s actual operating results, as 

reported by the Company in annual reports filed with the Commission. The E-1 

Schedule contains the comparative balance sheet data the years 2002, 2003, and 

2004. 

Schedule E-2, page 1, contains the income statement for the years 2002, 

2003, and 2004. 

Schedule E-3 contains the statements of changes in the Company’s 

financial position for the test year and the two prior years. 

Schedule E-4 provides the changes in membership equity. 

Schedule E-5 contains the Company’s plant in service at the end of the test 

year, and one year prior to the end of the test year. 

Schedule E-7 contains operating statistics for the years ended August 3 1, 

2003, August 3 1,2004, and August 3 1,2005. 

Schedule E-8 contains the taxes charged to operations. 

The accountant’s notes to the financial statements and the financial 

assumptions used in preparing the rate filing schedules are shown on Schedules E- 

9 and F-4, respectively, in accordance with the Commission’s standard filing 

requirements. The Company does audited financial statements prepared. A copy 

of the latest audit report is attached. 

Schedule F-1 contains the results of operations at the present rates (actual 

and adjusted), and at proposed rates. 

Schedule F-2 contains the summary of changes in financial position (cash 
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Q* 
A. 

flow) for the prior two years, the test year at present rates, and a projected year at 

present and proposed rates. 

Schedule F-4 shows the Company’s projected construction requirements 

for 2005, 2006, and 2007. 

Schedule F-4 contains the assumptions used in developing the adjustments 

and projections contained in the rate filing. 

WOULD YOU PLEASE DISCUSS THE D SCHEDULES? 

The D-1 schedule shows the summary membership equity and long-term debt. 

Since the Company is a non-profit co-operative, a cost of capital analysis has not 

been performed. The D-1 and D-2 schedules reflect the long-term debt necessary 

to finance the plant upgrades. 

IV. RATE BASE (B SCHEDULES). 

Q. 

A. 

Q. 
A. 

Q. 

A. 

WOULD YOU EXPLAIN THE RATE BASE SCHEDULES, WHICH ARE 

LABELED AS THE B SCHEDULES? 

Yes. I will start with schedules B-5, which is the working capital allowance. 

The results produced by the “formula method” of computing the working capital 

allowance are shown on each. 

PLEASE CONTINUE. 

The Company did not file schedule B-3 and B-4. The Company is requesting its 

original cost rate base (“OCW”) be used as its fair value rate base (“FVRB”). 

HAVE YOU PREPARED SCHEDULES SHOWING ADJUSTMENTS TO 

THE ORIGINAL COST RATE BASE? 

Yes. 

Company. 

The schedule B-2, shows adjustments to the OCRB proposed by the 

Schedules B-2, pages 2 through 4 are the supporting schedules. These 

adjustments are, in summary: 
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Q. 

A. 

Q* 

Q* 

A. 

Q* 

Adjustment number 1 increases plant for the plant upgrades described 

This plant is expected to be completed by early 2007 and in the instant below. 

case is considered post test year plant. 

IS THIS PLANT REVENUE NEUTRAL AND TO SERVE EXISTING 

CUSTOMERS? 

Yes. This plant is necessary to serve existing customers as of the end of the test 

year. The capacity upgrades relate to health and safety and in providing adequate 

water supplies to AWC customers. Water supplies are required no only to 

provide drinking water, but also for use in evaporative cooling of homes during 

summer months. Health and safety issues arise because the current AWC system 

does not meet the minimum engineering standards for source and storage as 

required by ADEQ. In addition, there are water quality concerns relating to the 

new arsenic standards. For further details, please see the Direct Testimony of Mr. 

Christopher Ward. 

PLEASE CONTINUE. 

Adjustment number 1 reduces accumulated depreciation to the re-computed 

amounts per the Company’s plant schedules. 

DO THE PLANT AND ACCUMULATED DEPRECIATION SHOWN ON 

B-2 REFLECT THE LAST COMMISSION RATE ORDER? 

Yes. The plant shown on Schedule B-2 started with the Commission-determined 

plant from the last rate case. B-2 schedule, pages 3a through 3f show plani 

additions and retirements since the test year in that case have been added to and 

deducted from total plant shown on schedule B-2. B-2 schedule, page 3g, shows 

the computed accumulated depreciation balances by year since the last test yea1 

through then end of the test year in the instant case. 

WHY WAS THERE A DIFFERENCE BETWEEN THE RECORDED 
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A. 

Q* 
A. 

Q. 

A. 

ACCUMULATED DEPRECIATION AT THE END OF THE TEST YEAR 

AND THE RECOMPUTED AMOUNT? 

Because the Company incorrectly recorded an adjustment to accumulated 

depreciation from the prior rate case. 

PLEASE CONTINUE. 

Adjustment number 3 increases contributions in aid of construction (“CIAC”) for 

post test year plant funded by Rural Development grants. 

Adjustment number 4 reduces plant-in-service and accumulated 

depreciation in order to reflect the retirement of wells which are to be replaced by 

the proposed post-test year plant. 

HOW WAS THE PROPOSED “FAIR VALUE” RATE BASE SHOWN ON 

A-1 DETERMINED? 

The FVRB shown on Schedule A-1 is based on OCRB. 

V. INCOME STATEMENT (C SCHEDULES). 

Q* 

A. 

LET’S MOVE ON TO THE C SCHEDULES. PLEASE EXPLAIN THE 

ADJUSTMENTS YOU ARE PROPOSING TO THE INCOME 

STATEMENT AS SHOWN ON SCHEDULES C-1 AND C-2. 

The following is a summary of adjustments for Schedule C- 1 : 

Adjustment 1 annualizes depreciation expense. This adjustment includes a 

reduction to depreciation expense for retired wells and pumping equipment. The 

depreciation rates approved in the prior rate case was based on individual rates by 

asset class. The Company does not propose changes to these rates. The proposed 

depreciation expense includes depreciation on post test year plant. 

Adjustment 2 increases the property taxes based on proposed revenues. 

The Company has recognized the recently passed Arizona legislation (H.B. 2779: 

now codified in A.R.S. 5 42-15001, entitled “Assessed Valuation of Class One 
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Q* 

A. 

Q. 

A. 

Q. 
A. 

Property”). The law reduces the assessment ratio ?h percent for the next ten years 

starting in 2006. The Company has proposed a three year reduction in the 

assessment ratio or a reduction from 25 percent to 23.5 percent. 

HOW DID YOU COMPUTE THE PROPERTY TAXES AT PROPOSED 

RATES? 

To determine full cash value, I used the method employed by the Arizona 

Department of Revenue - Centrally Valued Properties (“ADOR’ or “the 

Department”). This method determines full cash value by using twice the average 

of three years of revenue, plus an addition for CWIP and a deduction for the book 

value of transportation equipment. In the instant case, I used two times the 

adjusted revenues for 2005, and revenues at proposed rates. The assessed value 

(23.5 percent of full cash value) was then multiplied by the property tax rate to 

determined adjusted property tax expense. 

IS THIS SYNCHRONIZATION OF PROPERTY TAX EXPENSE WITH 

REVENUES PROPER RATE MAKING? 

Yes. Like income taxes, property taxes must be adjusted to ensure that the new 

rates are sufficient to produce the authorized return on rate base. For this reason, 

the Commission has repeatedly utilized proposed revenue increases to determine 

an appropriate level of property tax expense to be recovered through rates. 

IS THIS CONSISTENT WITH PRIOR COMMISSION DECISIONS? 

Yes. E.g., Chaparral City Water Company, Decision No. 68176 (September 30, 

2005); Rio Rico Utilities, Decision No. 67279 at 8; Arizona Water Company, 

Decision No. 64282 at 12-13; Bella Vista Water Company, Decision No. 65350 at 

16; Arizona-American Water Company, Decision No. 67093 at 9-10. In fact, the 

methodology is consistent with these decisions where two years of adjusted test 

year revenues and one year of proposed revenues were used to determine full cash 
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value. In the Arizona-American Water Company rate proceeding (Decision 

67093), the Commission concluded that “Staff calculated property taxes using its 

proposed adjusted test year revenues twice and its recommended revenues once to 

calculate a three year average of revenues. We agree with Staff that using only 

historical revenues to calculate property taxes to include in the cost of service fails 

to capture the effects of future revenue from new rates, and can result in an 

understatement or overstatement of property tax expense.’’ Decision 67093 at 9- 

10. 

MR. BOURASSA, ISN’T THERE A LAG FROM THE TIME NEW RATES 

CHARGED CUSTOMERS GO INTO EFFECT AND THE DATE ON 

WHICH PROPERTY TAXES ARE ACTUALLY PAID? 

Yes. As an example, if new rates for the Company went into effect on January 1, 

2007, property taxes based on these new rates would first appear on the property 

tax bill received in September 2008. However, the Company should be accruing 

property taxes to match the revenues collected. Thus, there is no mismatch 

between revenues and expenses. Moreover, the property taxes resulting from my 

calculation are based on only a portion of proposed revenues. To properly 

consider the future impact of the rate increases, I should have computed the 

proposed property taxes based only on proposed revenues rather than averaging 

proposed and historic revenues. Consequently, this adjustment is conservative. 

PLEASE CONTINUE WITH YOUR DESCRIPTION OF THE INCOME 

STATEMENT ADJUSTMENTS. 

Adjustment 3 shows the rate case expense. Rate case expense is estimated to be 

$75,000. The Company is proposing to amortize rate case expense over three 

years. The impact on the test year is $25,000. 

DO YOU BELIEVE THIS IS A REASONABLE AMOUNT OF RATE CASE 
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EXPENSE GIVEN THE REQUESTED INCREASE IN REVENUE? 

Yes. Factors that influence rate case expense include the nature and requirements 

of the Commission’s ratemaking process and the number of parties, issues and 

complexity of the proceedings. 

PLEASE DISCUSS THESE FACTORS? 

The Company cannot raise its rates except by filing for rate relief and the 

Commission dictates the process for obtaining rate relief. The Company, with 

roughly 2,529 customers, is a Class B utility and has to file the same schedules as 

a Class A (ie., APS, Arizona Water, SW Gas) utility with hundreds of thousands 

of customers. In addition to the filing and notice requirements imposed by the 

Commission, the Company must prepare three rounds of pre-filed testimony, 

participate in all of the procedural and evidentiary hearings and open meetings, 

and file closing briefs. 

The number of parties also has a substantial impact on rate case expense. 

Customers and other interveners add to rate case expense and the complexity of 

the proceedings. The number and complexity of disputed issues also influences 

total rate case expense, and those impacts cannot be known until the case 

proceeds. 

IS THIS WHY YOU REFERRED TO THE RATE CASE EXPENSE AS AN 

ESTIMATE? 

Yes, and I can only consider the foreseeable. If things turn out more complicated 

than anticipated, if there are interveners, the Company will modify its request to 

account for that increased expense. Conversely, if the case proceeds and rate case 

expense is lower than expected, we would make an appropriate adjustment 

downward. 

SHOULDN’T THE COMPANY BEAR SOME OF THE BURDEN OF 

-13- 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

A. 

Q. 

A. 

Q* 

Q* 

RATE CASE EXPENSE? 

As a practical matter, the utility always does. My estimate of $75,000 assumes 

the Company will actually incur a higher amount of total rate case expense. I 

would also agree that if the utility does something improper, or advances positions 

in bad-faith, it should shoulder the burden of such actions. But, as I testified, the 

Commission dictates the process, not the utility and absent such circumstances, 

the utility must be allowed to recover its reasonably incurred rate case expense. 

WHY IS THE COMPANY PROPOSING TO USE A THREE-YEAR 

AMORTIZATION PERIOD? 

This is approximately the time period the Company expects to file another case. 

PLEASE CONTINUE. 

Adjustment 4 annualizes revenues to the year-end number of customers for each 

meter size. This adjustment is intended to increase revenues on the basis that the 

number of customers at year end were receiving service during the entire 12 

months of the test year. The annualization was based on the number of customers 

at the end of the test year, compared to the actual number of customers on each 

size meter during each month of the test year. Average revenues by month were 

computed for the test year for each meter size. The average revenues were then 

multiplied by the increase (or decrease) in number of customers for each month ol 

the test year. Customer growth during the test year was less then 25 customers. 

Adjustment 5 increases interest expense to reflect the interest on the WIFA 

and RD loans used to fbnd the aforementioned plant upgrades. 

Adjustment 6 annualizes purchased power costs based on the additional 

gallons sold by annualizing revenues to the year-end number of customers. 

HAS THE COMPANY REQUESTED OPERATING COSTS AND 

PURCHASED WATER COSTS IN THE INSTANT CASE? 
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No. The Company has not requested operating costs associated with the plant 

upgrades. Further, the Company expects its purchase of CAP allocation 

sometime in 2007 to cost $575,000. These costs are also not included in operating 

expenses in the instant case. However, the Company believes expenditures for 

CAP water are prudent and necessary for its the long-term water supply needs. 

DOESN’T THE COMPANY HAVE A CAP PURCHASED WATER 

ADJUSTER? 

Yes. The adjuster is designed to cover annual M&I costs plus delivery charges in 

addition to 1/25 of the cost to acquire the CAP allocation. Thus, the Company 

will recover the CAP allocation costing $575,000 over a period of 25 years. 

However, the Company will need the funds by 2007 for the initial CAP allocation 

acquisition. 

ARE THERE OTHER FACTORS WHICH SHOULD BE CONSIDERED IN 

THIS CASE? 

Yes. The Company is self-insured. This requires the Company to maintain cash 

reserves of at least $290,000. The proposed revenue requirement will help the 

Company maintain necessary cash reserves. For further details, see the Direct 

Testimony of Christopher Ward. 

RATE DESIGN (H SCHEDULES). 

WHAT ARE THE COMPANY’S PRESENT RATES? 

Meter Monthly Gallons included 
Size Minimum in Monthly Minimum 

518 $ 22.90 0 

3/4 $ 22.90 0 

1 $ 57.25 0 
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1 112 $ 114.50 0 

2 $ 183.20 0 

3 $ 366.40 0 

4 $ 572.50 0 

6 $1,145.00 0 

The commodity charges and tiers by meter size are: 

Meter Charge 
Tier (gal 1 ons per 1,000 gallons 

All meter sizes 1 to 10,000 $ 1.73 

10,001 to 18,000 $ 1.87 

Over 18,000 $ 1.94 

The standpipe service or bulk rate has no minimum charge but 

follows the commodity rates specified above. 

WHAT ARE THE COMPANY’S PROPOSED RATES? 

The proposed rates for customers with using a water meter size of: 

Meter Monthly Gallons included 
Minimum in Monthly Minimum 

518 

314 

1 

1 112 

2 

3 

4 

6 

$ 28.29 

$ 42.44 

$ 70.73 

$ 141.46 

$ 226.34 

$ 452.69 

$ 707.32 

$ 1,414.65 
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The commodity charges and tiers by meter size are: 

Meter Charge 
Size Tier (gallons) per 1,000 gallons 

5/8 and % Inch 1 to 8,500 $2.20 

8,501 to 16,500 $2.35 

Over 1 6,5 00 $2.50 

1 Inch and larger 1 to 20,000 $2.20 

20,001 to 40,000 $ 2.35 

Over 40,000 $2.50 

The proposed standpipe rate and bulk water rate is $4.00 per 1,000 gallons 

with no minimum monthly charge. 

DID YOU PREPARE A COST OF SERVICE STUDY TO DERIVE THE 

MONTHLY MINIMUMS AND COMMODITY RATES? 

No. The monthly minimums are based on the rates from the prior rate case 

increased by the same percentage for all meter sizes. The percentage increase 

applied to the monthly minimums is less than that applied to the commodity 

rates. In the prior rate case the monthly minimums were scaled based on the 

flows from a 51’8 inch meter, except for the % inch meters which was set at the 

same rate as the 5/8 inch meter. In the instant case, the Company proposes to 

scale the % inch meter to be consistent with the scaling on the other meter sizes. 

Simply due to the scaling, the % inch metered customers will see the greatest 

increase. 

HOW MANY % INCH METERED CUSTOMERS ARE AFFECTED? 

Eight. 
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WOULD A COST OF SERVICE STUDY DETERMINE THE 

COMMODITY RATES, IF THE COMMODITY RATES ARE 

INVERTED, THAT IS THE CHARGE PER 1,000 GALLONS 

INCREASES AS MORE WATER IS USED? 

No. A cost of service study will determine the revenues that should be collected 

from monthly minimum charges and the revenues that should be collected from 

the rates charged for the commodity. Inverted rates for the commodity charge 

are not justified through a cost of service study. The exception being if the cost 

of service study is prepared based on incremental plant investment. Inverted 

rates are really to encourage conservation. The Company’s existing rate 

structure has inverted commodity rates. 

ARE THE TIERS FOR THE COMMODITY RATES THE SAME FOR 

EACH SIZE METER? IF NOT, WOULD YOU PLEASE EXPLAIN WHY 

THE TIERS ARE DIFFERENT? 

No, the commodity rate tiers are different for 5/8 inch and % inch, and 1 inch 

and larger meters. The monthly minimum charges are higher for meters larger 

than 5/8 inch. The monthly minimums are supposed to reflect the demand that 

customers with larger meters place on the system. A customer on a meter size 

larger than 5/8 inch, is already paying for his or her higher demand. Thus, the 

commodity rate tiers should reflect the higher monthly minimums already being 

paid. To achieve the balance for higher monthly minimums, customers on larger 

sized meters should have more gallons in each rate tier. 

WHAT ARE THE TIERS FOR EACH METER SIZE, AND HOW ARE 

THEY COMPUTED? 

The first commodity rate tier is computed on monthly average usage for the 5/8 

inch meter size. The monthly average for 5/8 inch meter is approximately 9,825 
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gallons. I set the first tier for the 5 / 8  inch and YI inch meters at 8,500 gallons, 

which is below the average residential average usage for the 5 / 8  inch metered 

customers. The first tier for a 1 inch meter and larger meters is 20,000 gallons. 

A one inch meter flows two and one half times that of a 518 inch meter. 

I set the second tier for the 5 /8  inch meter at 20,000 gallons, which is 

somewhat less than two and one half times the first tier. I set the second tier for 

1 inch meters and larger at 40,000 gallons, or two times the first tier gallons. 

WHAT IS THE IMPORTANCE OF THE COMMODITY RATES, AND 

HOW DID YOU COMPUTE THEM? 

The first goal of commodity rates should be to generate the revenue requirement. 

Thus, commodity rates are very important. The second goal of the commodity 

rates should be that they are understandable by customers. The third goal of the 

commodity rates is to give customers a price signal to encourage water usage 

conservation. 

The first commodity tier rate is the most important, as all customers will 

be charged this rate. Here, I set the commodity rate at $2.20, or approximately 

27.17% higher than the existing commodity rate of $1.73. For the commodity 

tier two, I increased the first tier commodity rate of $2,20 per 1,000 gallons by 

$0.15 to $2.35 per 1,000 gallons, or approximately 35.84% over the $1.73 first 

tier commodity rate. For the commodity tier three, I increased the second tier 

charge o $2.35 per 1,000 gallons by $0.15 to $2.50 per 1,000 gallons, or 

approximately 44.5 1% over the existing $1.73 first tier commodity rate. 

WHY IS THE COMPANY PROPOSING THIS RATE DESIGN? 

The Company choose this rate design, in part, to further encourage water 

conservation, maintain revenue stability, and to distribute the rate increase to all 

meter sizes as equitably as possible. Adverse impact of inverted block rates on 
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large volume customers, particularly the 1 ?4 inch and 2 inch customers, was an 

essential consideration. Inverted block rates can have a significant financial 

impact on these customers and the impact should be understood and the possible 

reactions from these customers. Of particular concern was the local nursery. 

This customer has a 1 ?4 inch meter and a 2 inch meter and uses large volumes 

of water. The annual revenue for this customer is over $30,000 per year under 

present rates and over $40,000 per year under proposed rates. The Company 

does not want this customer to develop their own, less expensive water supplies. 

The loss of this customer would be significant. For further details, see the 

Direct Testimony of Christopher Ward. 

The Company also believes setting a low first tier, at say 4,000 to 5,000 

gallons, is not warranted. The Company serves a rural community and many 

customers have livestock and employ evaporative cooling systems during the hot 

summer months. The Company believes the minimum amount of non- 

discretionary water is higher than in a typical urban or high density community. 

The Company believes setting the first tier to 8,500 gallons for the 5/8 inch and 

% inch meters, which is lower than the current level of 10,000 gallons, further 

promotes conservation. Approximately 69% of bills for the 5 /8  inch meters are 

at or below 10,000 gallons. Under the proposed rates, approximately 54% of 

bills will be at or below 8,500 gallons. 

The Company also believes using a different rate block structure for the 1 

inch and larger meter helps achieve more equitable results. 

WHAT IS THE RATE IMPACT ON RESIDENTIAL CUSTOMERS 

USING THE MONTHLY AVERAGE WATER USAGE? 
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Customers on 5/8 meters who consume the average quantity of water (9,825 

gallons per month) will experience a rate increase of $10.21 per month, or an 

increase of approximately 25.59 percent. 

WHAT IS THE RATE IMPACT ON THE 1 1/2 INCH AND 2 INCH 

CUSTOMERS USING THE MONTHLY AVERAGE WATER USAGE? 

Customers on 1 ?4 inch meters who consume the average quantity of water 

(144,861 gallons per month) will experience a rate increase of $101.75 per 

month, or an increase of approximately 25.90 percent. 

Customers on 2 inch meters who consume the average quantity of water 

(290,792 gallons per month) will experience a rate increase of $199.65 per 

month, or an increase of approximately 26.8 1 percent. 

IS THE COMPANY REQUESTING ANY OTHER CHANGES IN 

RATES AND TARIFFS? 

Yes. 

provision in its tariff which applies to 5/8 inch metered customers. 

Company proposes this provision be modified to apply to all size meters. 

WHY IS THIS NECESSARY? 

The Company currently has a master metering/multiple dwel 

ITS 

ings 

The 

The Company wishes to prevent customers from changing to a larger meter in 

order to circumvent the current provision. 

ARE THERE ANY OTHER CHANGES? 

Yes. The Company is requesting additional tariffs for the following: 

Description Proposed Charge 

Meter installation tampering cost 

Hourly charge for after hours service 

Disconnection Charge (Customer Req) $20.00 

Emergency Service Not Caused 

Cost 
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By Company cost 

Fire Sprinkler Rate 1% of monthly minimum 

for a comparable meter size or 

$7.00 per month minimum. 

Customer Expense Water Line Crossing Paved Road 

Q.HAS THE COMPANY FILED A FORM OF TARIFF IN THIS 

APPLICATION? 

A. Yes, it has. It is attached to the Application as Exhibit 4. 

Q. IS THAT TARIFF IN A FORM SIMILAR TO THE TARIFF PREVIOUSLY 

APPROVED BY THE COMMISSION FOR THIS COMPANY? 

A. Yes it is. 

Q. DOES THE COMPANY SPECIFICALLY REQUEST THAT THE 

COMMISSION APPROVE THE FORM OF THAT TARIFF? 

A. Yes. When the Tariff is filed as a compliance item with the approved rates and 

charges, the Company would like to have the form pre-approved so that there is no 

confusion between the Staff and the Company as to what the Commission desires in 

that Tariff. 

DOES THAT CONCLUDE YOUR TESTIMONY? 

Yes. 
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Applies to all WATER service areas 

PART ONE 
STATEMENT OF CHARGES 

WATER SERVICE 

I. RATES 

In Opinion and Order No. 64008, dated September 4, 2001, the Commission 
approved the following rates and charges to become effective with September 1, 2001 
usage. 

Usage Included in Minimum 

Inches Gallons Per Month 
Charge Meter Size Minimum Charge 

A. General Service 

518” x 3/4” Meter 
314” Meter 

1 ” Meter 
1 1/2” Meter 

2” Meter 
3” Meter 
4” Meter 
6” Meter 

-0- 
-0- 
-0- 
-0- 
-0- 
-0- 
-0- 
-0- 

22.90 
22.90 
57.25 

114.50 
183.20 
366.40 
572.50 

1,145.00 

Tier Per 1,000 

1 - 10,000 Gallons 
10,001 - 18,000 Gallons 
18,001 - over 

1.73 
1.87 
1.94 
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PART ONE 
STATEMENT OF CHARGES 

WATER SERVICE 

B. Standpipe Service’ 

Any Meters -0- N/A 

ALL STANDPIPE SERVICE SHALL BE METERED. IF AN ACCOUNT HAS 
NOT BEEN ESTABLISHED WITH THE COMPANY BY THE CUSTOMER, 
PAYMENT FOR STANDPIPE WATER SHALL BE PAID UPON DELIVERY. 
THE RATE FOR ALL USE FOR ALL METERS SHALL BE AS FOLLOWS: 

Tier Per 1,000 

1 - 10,000 Gallons 
10,OO 1 - 18,000 Gallons 
18,001 - over 

1.73 
1.87 
1.94 

C. Central Arizona Project Purchased Water Adjuster Tariff 

1. In addition to all other rates and charges contained in this Tariff, the 
Company shall collect a surcharge on all water sold to customers, based on the 
computation of the annual cost of Central Arizona Project Water (“CAP”) water 
Municipal and Industrial (,‘M&Iyy) charges net of any credits. 

‘ Service available only at Company designated standpipe locations. Standpipe water service shall be available only 
to the extent water is not required by permanent customers within the certificated area. The Company reserves the 
right to require that all water delivered under this tariff shall be used within the certificated area of the Company. 
Company will attempt to provide 24 hour notice of cessation of standpipe service. 
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PART ONE 
STATEMENT OF CHARGES 

WATER SERVICE 

2. Computation of CAP M&I Costs. The annual cost shall be computed 
based on M&I charges billed by the Central Arizona Water Conservation District 
(“CAWCD”), 

The surcharge shall be computed based on the total CAP M&I charges 
divided by the prior year’s water sales, expressed in thousands (1,000’s) of 
gallons. 

For computing the Surcharge per 1,000 gallons, the computation will 
include the CAP M&I charges plus or minus the under or over collected Bank 
Balance, divided by the water sales in thousands for the year ended August 3 1. 

3. Bank Balance. The Company shall maintain a bank balance account 
which includes the funds collected from customers, less all funds expended for 
CAP M&I costs. The difference between the cost of CAP water purchased and 
the collections from customers will constitute the bank balance. 

4. Reporting Requirements. The Company shall file an Annual Report 
with the Commission that is based on the funds expended and collected for the 
year ended August 3 1. The Report shall be filed by November 30 of each year. 

The Report shall include next year’s actual CAP M&I costs, and an 
adjustor rate to be charged to customers. The CAP adjustor rate will include any 
over or under collection that exist in the bank balance as of August 3 1. 

The Annual Report will be filed with supporting work papers. The Report 
shall be supplemented with a computer diskette which contains the computations 
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of the CAP costs and credits, and collections from customers. The Company will 
also furnish invoices for all CAP M&I related costs. 

5.  Notice. Prior to initial implementation of the Adjustment, the 
Company shall submit to the Director of the Utilities Division of the Commission, 
for the Director’s approval, the Report contemplated in Paragraph 4, above, and 
the completed computation sheet. Said filing shall be no less than 60 days prior to 
the proposed implementation. Following the Director’s approval, the Company 
shall provide Notice to the rate payers of the change in the surcharge level no less 
than 30 days notice before the effective date. 
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STATEMENT OF CHARGES 

WATER SERVICE 

11. TAXES AND ASSESSMENTS 

In addition to all other rates and charges authorized herein, the Company 
shall collect from its customers all applicable sales, transaction, privilege, 
regulatory or other taxes and assessments as may apply now or in the future, per 
Rule R14-2-409(D)(5). 
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PART ONE 

STATEMENT OF CHARGES 
WATER SERVICE 

111. ADDITIONAL CHARGES 

A. Establishment of Service per Rule R14-2-403D $ 25.00 
(new customer charge, in addition to F, L, M and N below) 

1. If after hours $ 50.00 

B. 
(same customer, same location within 12 months) 

Re-establishment of Service per Rule R14-2-403D 

C. Reconnection of Service per Rule R14-2-403D 
(Delinquent) 

Note2 

$ 50.00 

1. If after hours $ 75.00 

D. 
Rule R14-2-405B 

Charge for moving meter at customer request per 
Cost3 

E. Master Metering/Multiple Dwellings Note4 

Per month charge times number of months off system. 
See Sheet No. 14. 

2 

3 

Issued Effective 
ISSUED BY: 

Chris Ward, General Manager 
Avra Water Co-op, Inc. 
1 182 1 Picture Rock Road 
Tucson, Arizona 85743 

12002.00000.1 14 



AVRA WATER CO-OP, INC. 

DOCKET W-02 126 

Sheet No. 7 

Cancelling Sheet No. 

F. 

G. 

H. 

I. 

J. 

K. 

Applies to all WATER service areas 

PART ONE 
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WATER SERVICE 

Minimum Deposit Requirement per Rule R14-2-403B 

1. Residential customer 

2. Non residential customer 

(2 times estimated average 
monthly bill) 

(2- 1/2 times estimated 
maximum monthly bill) 

3. Deposit Interest 6.0% 

Meter test per Rule R14-2-408F (Calibration or Leak Detection) $ 50.00 
Remove Meter and Test $35.00 
If correct -0- 

Meter Reread per Rule R14-2-408C (If correct) -0- 

Charge for NSF Check per Rule R14-2-409F $25.00 

Deferred Payment Finance Charge, per month Note’ 

Late Payment Charge, Per Month Note’ 
~ ~ ~~ ~~~ 

See Part One Section V, “Conditions Concerning Master MeteringMultiple Dwellings” on Sheet No. 15. 

Greater of $5.00 or 1.50% per month of unpaid balance. 
This charge shall not apply if the customer has arranged for a Deferred Payment Plan. 

5 
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WATER SERVICE 

L. Service Line Tariff and Meter Advance Policy, 
Refundable per Rule R14-2-405B: 

518” x 314“ Meter 
3 14” Meter 

1 ” Meter 
1 112” Meter 

2” Turbo Meter 
2” Compound Meter 

3” Turbo Meter 

4” Turbo Meter 
4” Compound Meter 

6” Turbo Meter 
6” Compound Meter 

3” Compound Meter 

M. Main Extension Tariff, per Rule R14-2-406B 

410.00 
455.00 
520.00 
740.00 

1,235.00 
1,800.00 
1,705.00 
2,340.00 
2,700.00 
3,405.00 
5,035.00 
6,510.00 

Cost8 

Bills for utility services are due and payable when rendered. Any payment not received within fifteen (1 5) days 
from the date the bill was rendered shall be considered delinquent and subject to the termination policy set forth in 
the Company’s rate tariff. All late payment penalties shall be billed on the customer’s next regularly scheduled 
billing. If the customer fails to pay the late payment penalty by the due date on the next billing, the customer will 
receive a ten (10) day termination notice. If the customer does not pay the late payment penalty by that date the 
service will be terminated. Service shall be terminated only for that service for which the customer is delinquent or 
is in violation. All customers whose service is terminated for failure to pay the late payment penalty are subject to 
the Company’s reconnection charges set forth in the Company’s tariff. 

See Sheet No. 14. 8 
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WATER SERVICE 

N. Off-Site Facilities Hook-Up Fee 

1. Purpose and Applicabilitv 

The purpose of the hook-up fees payable to Avra Water Co-op, Inc. ("the Company") pursuant to 
this tariff is to equitably apportion the costs of constructing additional facilities to provide water 
production, storage, pressure and fire flow among all new service connections. 

These charges are applicable to all new service connections established after the effective date of 
this tariff. The charges are one-time charges and are payable as a condition to the Company's 
establishment of service, as more particularly provided below. 

2. Definitions 

Unless the context otherwise requires, the definitions set forth in R-14-2-401 of the Arizona 
Corporation Commission's rules and regulations governing water utilities shall apply in 
interpreting, this tariff schedule. 

"Applicant" means any party entering into an agreement with Company for the installation of 
water facilities to serve new service connections. 

Tompany" means Avra Water Co-op Inc., an Arizona corporation. 
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PART ONE 
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WATER SERVICE 

"Main Extension Agreement'' means any agreement whereby an Applicant agrees to advance the 
costs of the installation of water facilities to the Company to serve new service connections, or 
install water facilities to serve new service connections and transfer ownership of such water 
facilities to the Company, which agreement shall require the approval of the Arizona Corporation 
Commission (same as line extension agreement). 

"Off-Site Facilities" means wells, storage tanks and related appurtenances necessary for proper 
operation, including, engineering and design costs. Off-Site facilities may also include booster. 
pumps, pressure tanks, transmission mains and related appurtenances necessary for proper 
operation, if these facilities are not for the exclusive use of the applicant and these facilities will 
benefit the entire water system. 

"Service Connection" means and includes all service connections for residential, commercial, 
industrial, or other uses, regardless of meter size. 
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PART ONE 

STATEMENT OF CHARGES 
WATER SERVICE 

3. Off-Site Hook-Up Charges 

Each new service connection shall pay the total off-site capacity charge, derived from the 
following table: 

4. Terms and Conditions 

(a.) Assessment of One Time Hook-Up Charge: The hook-up fee may be assessed only once 
per service connection, or lot within a platted subdivision (similar to meter and service 
line installation charges). However, this provision does not exempt from the hook-up fee, 
any newly created parcel(s) which are the result of further subdivision of a lot or land 
parcel and which do not have a service connection. 
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STATEMENT OF CHARGES 
WATER SERVICE 

(b.) Use of Off-Site Hook-Up Fee: Hook-Up fees may only be used to pay for the capital items 
of off-site facilities, or for repayment of loans obtained for installation of off-site 
facilities. Off site hook-up fees shall not be used for repairs, maintenance, plant 
replacements, or operational purposes. 

(c.) Time of Payment: 

(1) In the event that the Applicant is required to enter into a main extension 
agreement, whereby the Applicant agrees to advance the costs of installing mains, 
valves, fittings, hydrants and other on-site improvements in order to extend 
service in accordance with R-14-2-406 (B), payment of the charges required 
hereunder shall be made by the Applicant within 15 calendar days after receipt of 
notification from the Company that the Utilities Division of the Arizona 
Corporation Commission has approved the main extension agreement in 
accordance with R14-2-406(M). 

(2) In the event that the Applicant is not required to enter into a main extension 
agreement, the charges hereunder shall be due and payable at the time the meter 
and service line installation fee is due and payable. 

(d.) Failure to Pay Charges, Delinquent Payments: - Under no circumstances will the Company 
set a meter or otherwise allow service to be established if the Applicant has not paid in full 
all charges as provided by this off-site hook-up fee tariff. 
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Off-Site Hook-Up Fee Non-refundable: - The amounts collected by the Company pursuant 
to the off-site hook-up fee shall be non-refundable contributions in aid of construction. 

Use of Charges Received: All funds collected by the Company as off-site hook-up fees, 
shall be deposited into a separate interest bearing trust account and used solely for the 
purposes of paying for the costs of off-site facilities, including repayment of loans 
obtained for the installation of off-site facilities that will benefit the entire water system. 

Off-Site Hook-Up Fees In Addition to Other Charges: The off-site hook-up fees shall be 
in addition to any costs associated with a main extension agreement for on-site facilities, 
and are in addition to the amounts to be advanced pursuant to charges authorized under 
other sections of this tariff. 

Disposition of Excess Funds: After all necessary and desirable off-site facilities are 
constructed utilizing funds collected pursuant to the off-site hook-up fee or the off-site 
hook-up fee has been terminated by order of the Arizona Corporation Commission 
(Commission), any funds remaining in the trust shall be refunded. The manner of the 
rehnd shall be determined by the Commission at the time a refund becomes necessary. 

Fire Flow Requirements: In the event the applicant for service has fire flow requirements 
that require additional facilities beyond those facilities whose costs were generally 
provided or estimated in the June 2000 Master Plan by Westland Resources, the 
Company may require the Applicant to install such additional facilities as are required to 
meet those additional fire flow requirements, as a non-refundable contribution, in 
addition to the off-site hook-up fee. 
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IV. PERMITTED COSTS 

A. Costs shall be verified by invoice. 

B. For services that are provided by the Company at costs, cost shall include 
labor, materials, other charges incurred, and overhead not to exceed 10%. 
However, prior to any such service being provided, the estimated cost of such 
service will be provided by the Company to the customer. After review of the 
cost estimate, the customer will pay the amount of the estimated cost to the 
Company. 

C. In the event that the actual cost is less than the estimated cost, the 
Company will refund the excess to the customer within 30 days after completion 
of the provision of the service or after Company’s receipt of invoices, timesheets 
or other related documents, whichever is later. 

D. In the event the actual cost is more than the estimated cost, the Company 
will bill the customer for the amount due within 30 days after completion of the 
provision of the service or after the Company’s receipt of invoices, timesheets or 
other related documents, whichever is later. The amount so billed will be due and 
payable 30 days after the invoice date. However, if the actual cost is more than 
five percent (5%) greater than the total amount paid, the customer will only be 
required to pay five percent (5%) more than the total amount paid, unless the 
Company can demonstrate that the increased costs were beyond its control and 
could not be foreseen at the time the estimate for the total amount paid was made. 
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E. At the customer’s request, the Company shall make available to the 
customer all invoices, timesheets or related documents that support the cost for 
providing such service. 

F. Permitted costs shall include any State or Federal income taxes that are or 
may be payable by the Company as a result of any tariff or contract for water 
facilities under which the Customer advances or contributes funds or facilities to 
the Company. 

V. CONDITIONS CONCERNING MASTER METERINGMULTIPLE 
DWELLINGS 

Multiple Dwellings on one 5/8 x 3/4 residential meter: All dwellings, 
beyond direct connection which cross property lines, will be charged 100 percent 
of monthly minimum, and/or are required to have their own meter. If the 5/8 x 
3/4 residential meter serves more than one dwelling on the same property, the 
second connection and each additional connection shall each pay 50% of monthly 
minimum for 5/8 x 3/4 inch meter. Responsibility for payment remains with 
master meter customer. For larger meter sizes, the meter and service line shall be 
sized or resized in accordance with the Uniform Plumbing Code, or the American 
Water Works Association Manual of Water Supply Practices Number 22, “Sizing 
Water Service Lines and Meters”, or in accordance with good engineering 
practice. 

Issued Effective 
ISSUED BY: 

Chris Ward, General Manager 
Avra Water Co-op, Inc. 
1 1821 Picture Rock Road 
Tucson, Arizona 85743 

12002.00000.1 14 



AVRA WATER CO-OP, INC. 

DOCKET W-02126 

Sheet No. 16 

Cancelling Sheet No. 

Applies to all WATER service areas 

PART ONE 

STATEMENT OF CHARGES 
WATER SERVICE 

Whenever a meter is moved at a customer’s request or becomes necessary 
due to actions of the customer (e.g. lot lines are changed, land is subdivided or 
transferred), then the customer shall be charged the cost incurred by Avra Water 
Co-op in moving the meter. In the event the meter and service lines must be 
relocated to comply with the rules of the Commission (e.g. to place to meter on 
the customer property), then the customer of record whose service is no longer in 
compliance with the Commission rules shall be charged the cost incurred by the 
co-op in moving the meter. The cost shall include the cost of any main line 
extension, labor, materials, engineering, document preparation, overhead, 
applicable taxes, surcharges, permit fees, or special assessments that are or maybe 
imposed by any governmental agency. Disregard or non-compliance with its 
Tariff shall be sufficient cause for refusal or disconnection of service. However, 
existing customers will be given twelve (1 2) months to pay said costs. 
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I. CROSS-CONNECTION CONTROL 
A. Purpose. 

To protect the public water supply in the Company’s water supply in the 
Company’s water system from the possibility of contamination caused by 
backflow through unprotected cross-connections by requiring the installation and 
periodic testing of backflow-prevention assemblies pursuant to the provisions of 
the Arizona Administrative Code, Title 14, Chapter 2, Section 405.B.6 as adopted 
by the Arizona Corporation Commission, and Title 18, Chapter 4, Section 115, as 
adopted by the Arizona Department of Environmental Quality, as those 
regulations may be revised from time to time. 

B. Inspections. 

The customers shall cooperate fully with the Company in its efforts to 
investigate and determine the degree of potential health hazard to the public water 
supply which may result from conditions existing on the customer’s premises. 

C. Requirements. 

In compliance with the Rules and Regulations of the Arizona Corporation 
Commission and the Arizona Department of Environmental Quality, specifically 
A.A.C. R14-2-405.B.6 and A.A.C. R18-4-115 relating to backflow prevention: 

The Company may require a customer to pay for and have 
installed, maintain, test and repair a backflow-prevention assembly if A.A.C. R18- 
4- 1 15 .B or C applies. 

1. 
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2. A backflow-prevention assembly required to be installed by the customer 
under this tariff shall comply with the requirements set forth in A.A.C. R18-4- 
115.D and E. 

3. The Company shall give any customer who is required to install and/or test 
a backflow-prevention assembly written notice of said requirement. If A.A.C. 
R14-2-410.B.l.a. is not applicable, the customer shall be given thirty (30) days in 
which to comply with this notice. If the customer can show good cause as to why 
he cannot install the device within thirty (30) days, the Company or the Arizona 
Corporation Commission Staff may grant additional time for this requirement. 

4. Testing shall be in conformance with the requirements of A.A.C. R18-4- 
1 15.F. The Company shall not require an unreasonable number of tests. 

5. The customer shall provide the Company with records of installation and 
testing. For each backflow-prevention assembly, these records shall include: 

a. assembly identification number and description; 
b. location; 
c. date(s) of test(s); 
d. description of repairs made by tester; and 
e. tester’s name and certificate number. 

D. Discontinuance of Service. 

In accordance with A.A.C. R14-2-407 and 410 and provisions of this 
tariff, the Company may terminate service or deny service to a customer who fails 
to install andor test a backflow-prevention assembly as required by this tariff. 
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1. In the event the backflow-prevention assembly has not been 
installed or fails any test and A.A.C. R14-2-410.B.1 .a. is applicable, the Company 
may terminate service immediately and without notice. The backflow-prevention 
assembly shall be installed and repaired by the customer and retested before 
service is restored. 

2. In the event the backflow-prevention assembly has not been 
installed or fails any test and A.A.C. R14-2-410.B.l.a. is not applicable, the 
backflow-prevention assembly shall be installed and/or repaired by the customer 
and tested within fourteen (14) days of written notice by the Company. Failure to 
install or to remedy the deficiency or dysfunction of the assembly, or failure to 
retest shall be grounds for termination of water utility service in accordance with 
A.A.C. R14-2-410. 

11. INTERRUPTIBLE SERVICE; COMPANY’S LIABILITY 
LIMITATIONS 

The Company will supply only such water at such pressures as may be available 
from time to time as a result of the normal operation of its water system. The 
Company will maintain a minimum water pressure of 20 p.s.i. and will not 
guarantee a specific gallons per minute flow rate at any public fire hydrant or fire 
sprinkler service. In the event service is interrupted, irregular or defective, or fails 
from causes beyond the Company’s control or through ordinary negligence of its 
employees or agents, the Company will not be liable for any injuries or damages 
arising therefrom. 
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IV. RULES AND REGULATIONS 

The Company has adopted the Rules and Regulations established by the 
Commission as the basis for its operating procedures. A.A.C. R14-2-401 through 
A.A.C. R14-2-4 1 1 will be controlling of Company procedures, unless specific 
Commission Order(s) provide otherwise. 

Issued 

12002.00000.1 14 

Effective 
ISSUED BY: 

Chris Ward, General Manager 
Avra Water Co-op, Inc. 
1 1 82 1 Picture Rock Road 
Tucson, Arizona 85743 



v 

L 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

Richard L. Sallquist 
SALLQUIST, DRUMMOND & O’CONNOR, P.C. 
4500 S. Lakeshore Drive, Suite 339 
Tempe, Arizona 85282 
Telephone: (480) 839-5202 
Attorneys for Avra Water Co-op, Inc 

BEFORE THE ARIZONA CORPORATION COMMISSION 

IN THE MATTER OF THE 
APPLICATION OF AVRA WATER 
COOP, INC., AN ARIZONA 
CORPORATION, FOR A 
DETERMINIATION OF THE 
CURRENT FAIR VALUE OF ITS 
UTILITY PROPERTY AND FOR AN 
INCREASE IN ITS WATER RATES 
AND CHARGES FOR UTILITY 
SERVICES 

DOCKET NO. W-02126A-06-0234 
) 

) 

NOTICE OF FILING REBUTTAL 
TESTIMOMNIES 

Avra Water Co-op, Inc by and through undersigned counsel, hereby provides Notice of 

Filing of the Direct Testimonies of Chris Ward and Thomas J. Bourassa, pursuant to Procedural 

T Orders dated July 17,2006. 
S 

Respectfully submitted t h i s 9  day of January 2007. 

SALLQWIST, DRUMMOND & O’CONNOR, P.C. 

~~ 

12002.00000.146 
-1- 

4500 S. Lakeshore Drive, Suite 339 
Tempe, AZ 85282 
Attorneys for Avra Water Co-op, Inc 

Original and ten copies of the foregoing 
filed t h i a  day of January 2007, 
with: 

Docket Control 
Arizona Corporation Commission 
1200 West Washington 
Phoeqix, Aripopa 85007 
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A copy of the foregoing filed 
thisT! day of January ,2007, to: 

Judge Jane Rodda 
Arizona Corporation Commission 
400 West Congress Street 
Tucson, Arizona 85701 

Hearing Division 
Arizona Corporation Commission 
400 W. Congress 
Tucson, Arizona 85701 

Utilities Division 
Arizona Corporation Commission 
1200 West Washington 
Phoenix, Arizona 85007 

Legal Division 
Arizona Corporation Commission 
1200 West Washington 
Phoenix Arizona 85007 4 1 
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BEFORE THE ARIZONA CORPORATION COMMISSION 

IN THE MATTER OF THE APPLICATION OF 

CORPORATION, FOR A DETERMINATION 
OF THE CURRENT FAIR VALUE OF ITS 
UTILITY PLANT AND PROPERTY AND FOR 
INCREASES IN ITS RATES AND CHARGES 
FOR UTILITY SERVICE. 

AVR4 WATER CO-OP, INC., AN ARIZONA 

12002.00000.144 

DOCKET NO. W-02 126A-06-0234 

REBUTTAL TESTIMONY OF 

CHRIS WARD 

ON BEHALF OF AVRA WATER CO-OP 

PREFILED JANUARY 31,2007 
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Avra Water Cooperative, Inc. 
August 31,2005 Test Year Rate Application 

Docket No. 
W-02 126A-06-0234 

Rebuttal Pre-filed Testimony 
Chris Ward 

Please state your name and business address. 

A. Chris Ward, 11821 Picture Rock Road, Tucson, Arizona 85743 

By whom are you employed and in what capacity? 

A. I am employed by Avra Water Cooperative, Inc. as the General Manager of 

the Company. 

3 .  Have you previously filed Direct Testimony in this Docket? 

A. Yes, I have. 

Have you had an opportunity to review the Staff Report filec 

A. Yes, I have. 

1. in this Docket? 

5. 

that Report? 

Do you have any concerns with the conclusions and recommendations reached by Staff in 

A. I do. Staff is recommending that all post-Test Year Plant, and the 

Depreciation Expenses associated with that Plant, be disallowed. This obviously results in 

them recommending a Revenue Requirement substantially less than the Company is 

requesting. 
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6 .  Will Mr. Bourassa speak in greater detail to the impact on the Rate Base, Depreciation 

Expense, Return, Recommended Revenue Requirement, and resulted Rates in his Rebuttal 

Testimony? 

A. Yes, he will. 

Would you please tell the Judge and the Commission why the Company is proposing to 7. 

include any post-Test Year Plant in this proceeding? 

A. Yes. As you are aware, the Commission has previously approved substantial 

additional debt financing both from the United States Department of Agricultural Rural 

Development Agency (“RD”), and the Water Infrastructure Finance Authority (“WIFA”) 

to fund additional plant for the Company, primarily for the Company’s Arsenic Reduction 

Plan. Because the Company has drawn down on those loans, the Company now has the 

debt service obligation associated with those loans. To adequately fund those debt service 

obligations, the Company must have rates supporting those loans. 

8. Was this contemplated when you applied for, and received approval for those loans? 

A. Absolutely. We knew, and the Commission acknowledged, the need for a 

rate increase to support those loans. The timing of loan drawdown, the payments on new 

loans, and plant in-service date, can only be resolved by acknowledging post-Test Year 

plant additions. 

9. 

Company is proposing to be included in this rate proceeding? 

Would you please explain for the Commission what post Test-Year Plant additions the 

A. Yes. I have attached as Exhibit 1, a schedule itemizing the individual plant items 

constructed with the two loans. It is evident from reviewing that Exhibit that most of the 

facilities have, in fact, been completed. The items indicated on Exhibit 1 are the plant items 
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that Mr. Bourassa included in the Rate Application as post-Test Year Plant. Of course, the 

Depreciation Expenses associated with that Plant are included in the Operating Expense 

for the Test Year. 

10. 

included in this Rate Application? 

Mr. Ward, what is the total of the post-Test Year Plant that you believe should be 

A. The sum total of the completed Plant is shown on the last line of the column 

headed “Actual Cost Plant in Service” is $3,116,304. 

1 1. And all of that Plant is in service as of the date of this Rebuttal Testimony, is that correct? 

A. Yes it is. And by August 2007 the entire $5,857,911 shown on that Exhibit 

will be in service. 

12. Q. 

system, or are they utilized for serving Test Year-end customers? 

Mr. Ward, are those plant additions designed to serve the growth on the Company 

A. As the Commission is well aware, WIFA funds cannot be utilized to support 

a company’s growth, only health-related facilities. Obviously, the Arsenic Reduction Plan 

fits in that category. Likewise, the Rural Development’s funds were used only for 

companion projects in the Arsenic Reduction Plan. All this plant will serve the customers 

on the system at the end of the Test Year. 

13. 

be included in this Application? 

What are the consequences of the Commission not allowing the post-Test-Year plant to 

A. I believe the results could be disastrous. It is obviously essential that we do 

not default on the loans the Commission has approved. To have sufficient revenues to 

service those debts, the Company would need to file another rate case immediately. It does 

not seem to be prudent to require the time of the Company and Staff, and the cost to the 
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Zompany’s Members, to process another application in this matter when it can be 

iddressed in a well-established rate-making procedure. I would ask the Commission to 

memember that AVRA WATER CO-OP, INC. is a customer owned, nonprofit company, 

ind imposing those burdens on the Company and its Members/customers does not seem 

rppropriate. 

14. Does this conclude your testimony? 

A. Yes, it does. 
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BEFORE THE ARIZONA CORPORATION COMMISSION 

IN THE MATTER OF THE APPLICATION OF 

CORPORATION, FOR A DETERMINATION 
OF THE CURRENT FAIR VALUE OF ITS 
UTILITY PLANT AND PROPERTY AND FOR 
INCREASES IN ITS RATES AND CHARGES 
FOR UTILITY SERVICE. 

AVRA WATER CO-OP, INC., AN ARIZONA 

DOCKET NO. W-02126A-06-0234 
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REBUTTAL TESTIMONY AND SCHEDULES 
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INTRODUCTION AND PURPOSE OF TESTIMONY. 

PLEASE STATE YOUR NAME AND ADDRESS? 

My name is Thomas J. Bourassa and my business address is 139 W. Wood Drive, 

Phoenix, AZ 85029. 

HAVE YOU PREVIOUSLY SUBMITTED DIRECT TESTIMONY IN THE 

INSTANT CASE? 

Yes, my direct testimony was submitted in support of the initial application in this 

docket by Avra Water Co-op (“AWC” or “Company”). 

WHAT IS THE PURPOSE OF THIS REBUTTAL TESTIMONY? 

I will provide rebuttal testimony in response to the direct filing by Arizona 

Corporation Commission Utilities Division Staff (“Staff ’) with respect to the rate 

base, the income statement, and the revenue requirement and rate design. 

WHAT IS THE REVENUE INCREASE THAT THE COMPANY IS 

PROPOSING IN THIS REBUTTAL TESTIMONY? 

The Company is proposing a total revenue requirement of $1,644,778 which 

constitutes an increase in revenues of $297,608, or 22.14% over test year 

revenues. 

HOW DOES THIS COMPARE WITH THE COMPANY’S DIRECT 

FILING? 

In the direct filing, the Company requested a total revenue requirement of 

$1,675,387, an increase in revenues of $328,217, or 24.36%. 

WHY IS THE REQUESTED REVENUE INCREASE LOWER IN AWC’S 

REBUTTAL FILING? 

In its rebuttal filing, AWC has adopted a number of adjustments recommended by 

Staff, as well as proposed a number of adjustments of its own. The net result of 

these adjustments is a $24,793 decrease in the proposed level of operating 
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Q* 

A. 

Q. 

A. 

Q. 

A. 

expenses compared to the adjusted test year expense and a net decrease in Original 

Cost Rate Base (“OCRB”) and Fair Value Rate Base (“FVRB”) of $2,843,245 

from the direct filing. The Company continues to propose that its OCRB be used 

as its FVRB for purposes of setting rates in this proceeding. 

TO WHAT DO YOU ATTRIBUTE THE REDUCTION IN RATE BASE 

FROM THE DIRECT FILING TO THIS REBUTTAL FILING? 

Notably, the Company has accepted Staffs adjustment to remove working capital 

of $102,138 and to increase plant-in-service by $405,775 for wells the Company 

proposed to retire. In contrast to Staff, the Company proposes to reduce plant-in- 

service by $2,741,107 for post test year plant that is not yet used and usehl. Stafl 

proposes to reduce plant-in-service for $5,857,411 for post test year plant. This 

amount represents all of the post test year plant the Company proposed in its direci 

filing. 

PLEASE SUMMARIZE THE PROPOSED REVENUE REQUIREMENTS 

AND RATE INCREASES FOR THE COMPANY AND STAFF AT THIS 

STAGE OF THE PROCEEDING? 

The proposed revenue requirements and proposed rate increases are as follows: 

Revenue Requirement Revenue Incr . YO Increase 

Company -Direct $1,675,387 $328,217 24.36% 

Staff $2,559,842 $339,3 87 15.28% 

Company Rebuttal $1,644,778 $297,608 22.09% 

WHY IS STAFF’S REVENUE REQUIREMENT AND RECOMMENDED 

INCREASE SO MUCH LOWER RELATIVE TO AWC REBUTTAL 

AMOUNT? 

The primary reason is Staffs proposal to reduce plant-in-service for $5,857,4 1 1 

which results in approximately $105,000 less depreciation expense. 
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DO THE COMPANY AND STAFF PROPOSE THE SAME OPERATING 

MARGIN? 

No. The Company proposes an operating margin of 19 percent, while Staff 

proposes an operating margin of 21.05 percent. As you will recall from my prior 

testimony, Staffs proposal to eliminate all post test year plant has resulted in less 

depreciation expense. The higher operating margin proposed by Staff provides for 

only a very small net revenue over expenses after considering the impact ol 

interest expense from loans used to finance post test year plant and the impact ol 

Q* 

A. 

Q. 

A. 

Q* 

A. 
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A. 

Q* 

A. 

Q. 

A. 

Commission does not accept the Company’s proposal to include post test yea 

plant, the Company believes an operating margin of 24 percent is appropriate. 

RATE BASE. 

WOULD YOU PLEASE IDENTIFY THE PARTIES’ RESPECTIVE RAT1 

BASE RECOMMENDATIONS? 

The rate bases proposed by all parties in the case are as follows: 

OCRB FVRB 

Company -Direct $ 7,011,440 $ 7,O 1 1,440 

Staff $ 2,417,645 $2,417,645 

Company Rebuttal $5,533,945 $ 5,533,945 

A. Post Test Year Plant. 

PLEASE EXPLAIN STAFF’S RECOMMENDED ADJUSTMENT TC 

DECREASE PLANT-IN-SERVICE BY $5,451,632. 

Staff has proposed to decrease plant-in-service by $5,857,411 for post test yea] 

plant and increase plant-in-service by $405,775 for well retirements which are no1 

appropriate at this time. 

DOES THE COMPANY AGREE TO STAFF’S PROPOSAL TO REMOVE 

ALL OF THE COMPANY’S PROPOSED POST TEST YEAR PLANT? 

No. The Company proposes to include $3,116,304 of the original $5,857,411 ol 

post test year plant it proposed. The $3,116,304 of post test year plant consists 

primarily of transmission and distribution mains and a reservoir for storage thai 

are complete and are currently used and usefirl. The Company’s rebuttal 

adjustment number 1 reduces plant-in-service for plant that is not currently used 

and usefirl leaving the post test year plant that is currently used and usefbl in plant- 

in-service. The details of the post test year plant that is currently used and usefirl 

is detailed on rebuttal schedule B-2, page 4a. 
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Q. 

A. 

Q. 

A. 

Q* 

A. 

Q. 

A. 

DOES STAFF AGREE THAT SOME OF THE POST TEST YEAR PLANT 

HAS BEEN CONSTRUCTED AND IS IN SERVICE? 

Yes. Per the Staff Engineering report, Staff witness, Ms. Hains, agrees that the 

Rudasill reservoir, the 12 inch transmission main connecting the Rudasill 

reservoir, and the Noel Booster station upgrades are in service. See Hains DT at 9. 

DOES THE COMPANY BELIEVE THERE IS MORE POST TEST YEAR 

PLANT THAT IS CURRENTLY IN SERVICE AND USED AND USEFUL 

THAN IS LISTED IN THE STAFF ENGINEERING REPORT? 

Yes. Additionally, there are 8, 12, and 16 inch mains that are currently in service 

and those costs should be included in plant-in-service. 

DOES IT MAKE SENSE THAT STAFF SHOULD EXCLUDE THE COSTS 

OF THESE PLANT PROJECTS FROM PLANT-IN-SERVICE? 

No. It is unclear to me why Staff did not proposed to include the costs of at least 

the aforementioned Rudasill reservoir, 12 inch main, and Noel booster station 

upgrades. The Company has a capital improvement plan (including the financing 

by WIFA and RD) which are ultimately to address arsenic related issues and to 

improve the overall system as the Commission is aware. See Hains Dt at 9. The 

entire capital improvement plan does not have to be complete in its entirety for 

some of the components of that plan to placed into service and to be used and 

useful. 

B. Plant Retirements. 

DOES THE COMPANY AGREE WITH STAFF’S RECOMMENDATION 

ON THE WELL RETIREMENTS? 

Yes. The Company agrees with Staff that the wells it proposed to retire in the 

Company’s direct are still in service and should not be retired at this time. 

Accordingly, the Company’s proposed B-2 adjustment number 2 reverses the 
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Q* 

A. 

Q* 
A. 

Q* 

Company’s direct proposed retirement related adjustments to plant-in-service an( 

accumulated depreciation. The replacement wells (Wells 10 and 11) have beer 

drilled but have not yet been completed and placed into service. See Direc 

Testimony of Dorothy Hains (“Hains DT”) at 9. Well 10 is projected to bc 

completed in August 2007 and Well 11 is not projected to be completed unti 

2008. 

C. Working: Capital. 

HAS THE COMPANY ACCEPTED STAFF’S RECOMMENDATION FOR 

ZERO WORKING CAPITAL? 

Yes. While the Company does not agree with Staffs rationale that Class A, B! 

and C utilities should not be allowed to use the formula method and instead musi 

prepare lead-lag studies to request working capital, it has accepted Staffs 

adjustment to eliminate issues between the parties. See Direct testimony ol 

Charles H. Myhlhousen (“Myhlhousen DT”) at 7. Rebuttal Schedule B-2 

adjustment number 2 reduces working capital to zero. 

WHY DO YOU DISAGREE WITH STAFF’S RATIONALE? 

No method of computing working capital, including lead-lag, is precisely correct. 

The purpose of any working capital computation is to produce an amount of 

working capital allowance that is reasonable. The cost of the calculation should 

not exceed the benefits. This is true regardless of the size of the utility. Lead-lag 

studies are costly to prepare and disagreement between the parties is common. 

Thus, the costs generally exceed the benefits. The formula method is simple and 

can readily be adjusted for the effects of pro forma adjustments and has been 

recognized by numerous regulatory including this Commission. 

D. Contributions-in-Aid of Construction. 

PLEASE EXPLAIN THE COMPANY’S RECOMMENDATION TO 
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A. 

Q* 

A. 

111. 

Q* 

A. 

REDUCE CONSTIBUTIONS-IN-AID OF CONSTRUCTION. 

The Company proposed to reduce contributions-in-aid of construction by 

$1,365,000. There are two grants from RD (a Colonia Grant for $1,000,000 and a 

RUS Grant for $365,000) totaling $1,365,000 which are part of the financing of 

the Company’s capital improvement plan of approximately $8 million. These 

two grants were included in the Company’s rate base in its direct filing. 

However, since plant fimded by these grants has been excluded, the inclusion of 

the grants as contributions-in-aid of construction in rate base is not appropriate. 

The Company’s rebuttal adjustment number 3 reflects the Company’s proposal to 

exclude the grants from rate base. 

DO THE LOAN FUNDS HAVE TO BE DRAWN BEFORE ANY OF THE 

GRANT FUNDS BECOME AVAILABLE? 

Yes. The RD Letter of Conditions specifically requires that the Company’s 

contributions and other finding sources must be the first finds expended. After 

providing for all costs, any remaining RD project hnds  will be considered to be 

RD grants and refimded to RD. 

INCOME STATEMENT. 

WOULD YOU PLEASE DISCUSS THE COMPANY’S PROPOSED 

ADJUSTMENTS TO REVENUES AND EXPENSES AND IDENTIFY ANY 

ADJUSTMENTS YOU HAVE ACCEPTED FROM STAFF? 

The Company rebuttal adjustments are detailed on Rebuttal Schedule C-2, pages 

3-4. The rebuttal income statement with adjustments is shown on Rebuttal 

Schedule C- 1, page 1-2. 

Rebuttal adjustment 2 increases water testing expense by $8,821. The 

Company’s agrees with Staff to increase water testing expense by this amount. 

See Myhlhousen DT at 8. 
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Q. 

A. 

Q. 
A. 

IV. 

Q- 
A. 

Rebuttal adjustment 2 annualizes depreciation expense taking into account 

the changes to plant-in-service and contributions-in-aid of construction, as 

discussed above. 

ARE STAFF AND THE COMPANY IN AGREEMENT TO USE ACCOUNT 

SPECIFIC RATES FOR DEPRECIATION? 

Yes. See Hains DT at 7. 

PLEASE CONTINUE. 

Rebuttal adjustment number 3 reduces property tax expense and reflects the 

rebuttal proposed revenues. The Company and Staff are in agreement on the 

method of computing property taxes. This method utilized the ADOR formula 

and inputs two years of adjusted revenues plus one year of proposed revenues. I 

computed the property taxes based on the Company’s proposed revenues, and then 

used the property tax rate that was used in the direct filing. 

RATE DESIGN (H SCHEDULES). 

WHAT ARE THE COMPANY’S REBUTTAL PROPOSED RATES? 

The proposed rates for customers with using a water meter size of: 

Meter 

518 

3 I4 

1 

1 112 

2 

3 

4 

Monthly 
Minimum 

$ 27.31 

$ 40.96 

$ 68.27 

$ 218.47 

$ 682.71 

$ 136.54 

$ 436.93 

Gallons included 
in Monthly Minimum 
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Q9 

A. 

Q* 
A. 

6 $ 1,365.41 0 

The commodity charges and tiers by meter size are: 

Meter Charge 
Tier (gallons) per 1,000 gallons 

5/8 and % Inch 1 to 8,500 $2.20 

8,501 to 16,500 $2.35 

Over 1 6,5 00 $2.50 

1 Inch and larger 1 to 20,000 $2.20 

20,001 to 40,000 $2.35 

Over 40,O 00 $2.50 

The proposed standpipe rate and bulk water rate is $4.00 per 1,000 gallons with 

no minimum monthly charge. 

PLEASE EXPLAIN THE DIFFERENCES BETWEEN STAFF AND THE 

COMPANY’S RATE DESIGNS? 

Staffs monthly minimums are scaled on the rated flows of a 5/8 inch meter as are 

Staffs with the exception of the % inch meters whose monthly minimums are the 

same as the 5/8 inch metered customers. The Company’s monthly minimums are 

scaled on the rated flows of a 5 /8  inch meter for all meter sizes. The % inch 

metered customer pay a higher minimum due to the higher potential demand on 

the water system. Accordingly, the Company believes a higher minimum is 

appropriate. 

PLEASE CONTINUE. 

Staff is proposing a 3 tier rate proposing for the 5/8  inch and % inch metered 

customers with the same break over points. The Company also proposed that the 

break over points for the 5/8 inch metered customers should also apply to the 3/! 
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Q* 

A. 

inch metered customers. However, Staff proposes break over points of 4,OOC 

gallons and 9,000 gallons, respectively while the Company proposes 8,500 gallons 

and 16,500 gallons, respectively. 

For 1 inch and larger meters, Staff is proposing a 2 tier design with distincl 

break over points for each size meter. The Company proposes a three tier design 

and the same break over points for 1 inch and larger meters. 

DOES THE COMPANY AGREE WITH STAFF’S PROPOSED RATE 

DESIGN? 

No, for several reasons. The first is Fairness. The Company’s design more fairly 

distributes the rate increase across a1 meter sizes. Under Staffs proposed design 

a 2 inch meter customer at the average use will see a 69 percent increase while that 

for a 5/8 inch meter customer at the average use is 35 percent. Staffs design 

unduly penalizes the two inch metered customers. As I testified in direct, the 

Company is concerned about high increases to the larger metered customers. See 

Direct testimony of Thomas J. Bourassa (“Bourassa DT” ) at 20. 

The second reason is gradualism. The Company’s present rate design is a 

two-tier design. The first break-over point is 10,000 gallons. The Company has 

proposed three-tier design with a first tier for the 5/8 inch and % meters at 8,500 

gallons which is lower that the present first tier and is intended encourage further 

conservation. The Company believes an 8,500 gallon first tier is appropriate for 

the demographics of the Company’s customer base. As you will recall, the 

Company is located in a rural area and many customers have livestock. More the 

4,000 gallons is considered essential for these customers. The Company’s 

median usage for a 5/8 inch metered customer is 6,500 gallons, well above 4,000 

gallons. Over half of the 5/8 inch metered customers use over 6,500 gallons 

which supports the Company’s assertion that the essential needs of its customer 
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Q9 

A. 

Q. 

A. 

Q- 

A. 

based are far greater than 4,000 gallons. 

The third reason is revenue stability. Staffs rate design provides much less 

revenue stability. Approximately one-third of the 5/8 inch meters customers use 

over 9,000 gallons. The impact to these customers under Staffs rates is 60 

percent or more for a good portion of these customers. Some or all of these 

customers are highly impacted and likely to use considerably less water under 

Staffs design. This could significantly affect the level of revenues authorized in 

this case. In addition, the impact to the 2 inch metered customers is so high the 

Company is in danger of losing these customers hrther eroding the Company’s 

revenues. 

DOES THE COMPANY’S RATE DESIGN ENCOURAGE 

CONSERVATION? 

Yes. 

DOES THE COMPANY AGREE TO STAFF’S RECOMMENDATIONS 

REGARDING THE ANNUAL REPORTING REQUIREMENTS FOR THE 

OFF-SITE FACILITIES HOOK-UP FEES? 

Yes. Staff recommends the Company report annually on the amount of hook-up 

fees collected and on the related expenditures. The 

Company agrees with Staff. 

PLEASE RESPOND TO MS. HAIN’S TESTIMONY REGARDING AN 

ARSENIC SURCHARGE? 

Ms. Hains has testified that the Company has proposed an arsenic cost recovery 

surcharge in this case. See Hains DT at 9. However, the Company has not made 

such a proposal. As you will recall in my direct testimony, I believe this is a less 

desirable alternative. See Direct testimony of Thomas J. Bourassa (“Bourassa 

DT” ) at 5. 

See Hains DT at 10. 
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A. Yes.  

DOES THAT CONCLUDE YOUR TESTIMONY? 
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Avra Water Co-op, lnc. 
Test Year Ended August 31,2005 

Computation of Increase in Gross Revenue 
Requirements As Adjusted 

Exhibit 
Rebuttal Schedule A-I 
Page 1 
Witness: Bourassa 

Fair Value Rate Base $ 5,533,945 

Adjusted Operating Income 

Current Rate of Return 

14,900 

NIA 

Required Operating Income 

Required Rate of Return on Fair Value Rate Base 

Operating Income Deficiency 

Gross Revenue Conversion Factor 

Operating Margin = 

Increase in Gross Revenue 
Requirement 

% lnmease 

Customer 
Classification 
IResidential Commercial. lrriqationl 

518 x 314 Inch 
314 Inch 
1 112 Inch 
1 Inch 
2 Inch 
4 Inch 

Revenue Annualization 

Other Water Revenues 

Total of Water Revenues (a) 

SUPPORTING SCHEDULES: 
Rebuttal B-I 
Rebuttal C-I 
Rebuttal C-3 
Rebuttal H-I 

19.00% $ 312,508 

NIA 

$ 297,608 

1 .oooo 

$ 297,608 

22.09% 

Present Proposed Dollar Percent 
Rates Rates Increase Increase 

$ 1,219,850 $ 1,500,549 $ 280,699 23.01 % 
4,589 6,996 2,407 52.46% 

20.65% 9,140 11,027 1,887 
14,096 17,649 3,554 25.21% 
26,818 33,824 7,005 
8,119 9,745 1,626 20.03% 

1,220 
0.00% 

1,482 $ 297,179 24360.05% 

59,485 59,485 0.00% 
0.00% 

$ 60,705 $ 60,967 $ 297,179 489.55% 
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6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 

Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Summary of Rate Base 

Gross Utility Plant in Service 
Less: Accumulated Depreciation 

Net Utility Plant in Service 

Less: 
Advances in Aid of 

Contributions in Aid of 

Accumulated Amortization of ClAC 

Construction 

Construction 

Customer Meter Deposits 
Deferred Income Taxes & Credits 
Deferred Assets 

- Plus: 
Unamortized Finance Charges 
Material and Supplies Inventories 
Prepayments 
Allowance for Working Capital 

Total Rate Base 

SUPPORTING SCHEDULES: 
Rebuttal 8-2 
Rebuttal 8-5 

Exhibit 
Rebuttal Schedule B-I 
Page 1 
Witness: Bourassa 

Original Cost Fair Value 
Rate base Rate Base 

$ 10,737,093 $ 10,737,093 
3,467,812 3,467,812 

$ 7,269,281 $ 7,269,281 

798,549 

943,330 

45,636 

28,755 
23,423 

798,549 

943,330 

45,636 

28,755 
23,423 

$ 5,533,945 $ 5,533,945 



Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 

Gross Utility 
Plant in Service 

Less: 
Accumulated 
Depreciation 

Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Original Cost Rate Base Proforma Adjustments 

Exhibit 
Rebuttal Schedule 8-2 
Page 1 
Witness: Bourassa 

Re b utta I 
Adjusted Adjusted 

at at end 
End of of 

Test Year Adjustments Test Year 

13,072,425 (2,335,332) $ 10,737,093 $ 

3,062,037 405,775 3,467,812 

Net Utility Plant 
in Service $ 10,010,388 $ (2,741,107) $ 7,269,281 

Less: 
Advances in Aid of 

Construction 798,549 798,549 

Contributions in Aid of 
Construction (CIAC) 2,309,080 (1,365,750) 943,330 

Accum. Amortization of CIAC 

Customer Meter Deposits 
Deferred Income Taxes 
Investment Tax Credits 

Plus: 
Unamortized Finance Charges 
Material and Supplies Inventories 
Prepayments 
Allowance for Working Capital 

Total 

SUPPORTING SCHEDULES: 
Rebuttal 8-2, pages 2 

45,636 0 45,636 

28,755 28,755 
23,423 23,423 
102,138 (1 02,138) 

$ 7,011,440 $ (1,477,495) $ 5,533,945 
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Line 

Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Original Cost Rate Base Proforma Adjustments 
Adjustment 2 

- No. 
1 Post Test vear Plant 
2 
3 
4 
5 
6 
7 Difference 
8 
9 
10 Increase (Decrease) to Plant-in-Service 
11 
12 
13 SUPPORTING SCHEDULES 
14 
15 
16 
17 
18 
19 
20 

Post Test Year Plant per Rebuttal Filing 
Post Test Year Plant per Dorect Filing 

See Rebuttal Schedule 8-2 Page 4a 

Exhibit 
Rebuttal Schedule 8-2 
Page 4 
Witness: Bourassa 

$ 3,116,304 
5,857,411 

$ (2,741,107) 

$ (2,741,107) 
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Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Original Cost Rate Base Proforma Adjustments 
Adjustment #3 

Line 
rn 

1 
L 

3 
4 
5 
6 Increase (Decrease) to Plant-in-Service 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

Retired Wells Per Direct Filing 

Increase (Decrease) to Accumulated Depreciation 

Exhibit 
Rebuttal Schedule B-2 
Page 5 
Witness: Bourassa 

$ (405,775) 

$ 405,775 

$ 405,775 



Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Original Cost Rate Base Proforma Adjustments 
Adjustment #4 

Exhibit 
Rebuttal Schedule 8-2 
Page 6 
Witness: Bourassa 

Line 
No. 
1 Remove Contributions-in-Aid of Construction 
2 
3 
4 
5 
6 
7 
8 
9 Total 
10 
11 
12 Increase (Decrease) to ClAC 
13 
14 
15 
16 
17 
18 
19 
20 

Rural Development Grant #I COLONIA Grant 
Rural Development Grant #1 RUS Grant 

$ 1,000,000 
365,750 

$ 1,365,750 

$ (1,365,750) 



Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Original Cost Rate Base Proforma Adjustments 
Adjustment #5 

Line 
!h 

1 Workina Capital 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 SUPPORTING SCHEDULES 
13 Rebuttal Schedule B-5 
14 
15 
16 
17 
18 
19 
20 

Working Capital Per Rebuttal Filing 
Working Capital Per Direct Filing 

Increase (Decrease) to Working Capital 

Exhibit 
Rebuttal Schedule 6-2 
Page 7 
Witness: Bourassa 

$ 
102,138 

$ (102,138) 



Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 
Computation of Working Capital 

Exhibit 
Rebuttal Schedule 6-5 
Page I 
Witness: Bourassa 

Line 
- No. 

1 
2 Operation and Maintenance Expense) $ 96,636 
3 Pumping Power (1/24 of Pumping Power) 6,605 
4 
5 
6 
7 
8 
9 Total Working Capital Allowance Rebuttal $ 103,241 

I O  

12 
13 Working Capital per Direct Filing $ 1 02,138 
14 
15 Increase (Decrease) in Working Capital $ (1 02,138) 
16 
17 
18 SUPPORTING SCHEDULES: RECAP SCHEDULES: 
19 Rebuttal 6-1 
20 

Cash Working Capital (1/8 of Allowance 

Purchased Water Treatment (1/24 of Purchased Water) 

11 Total Working Capital Allowance Requested $ 



Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Income Statement 

Exhibit 
Rebuttal Schedule C-I 
Page 1 
Witness: Bourassa 

Revenues 
Metered Water Revenues 
Unmetered Water Revenues 
Other Water Revenues 

Operating Expenses 
Salaries and Wages 
Employee Pensions and Benefits 
Purchased Water 
Purchased Power 
Chemicals 
Material and Supplies 
Office Supplies and Expense 
Contractual Services - Engineering 
Contractual Services -Accounting 
Contractual Services - Legal 
Contractual Services - Other 
Water Testing 
Rents 
Transportation Expenses 
Insurance -Vehicle 
Insurance - General Liability 
Insurance -Workers Comp. 
Insurance - Other 

Adjusted Rebuttal Proposed Adjusted 
Book Adjusted Rate with Rate 

Results Adiustments Results increase Increase 

$ 1,287,685 $ - $ 1,287,685 $ 297,608 $ 1,585,293 

59,485 59,485 59,485 
$ 1,347,170 $ - $ 1,347,170 $ 297,608 $ 1,644,778 

$ 349,611 
62,091 

158,515 
4,529 

28,442 

5,602 
36,017 
13,246 
44,697 
8,609 

11,864 
67,841 
7,050 
2,169 
3,648 
6,017 

8,821 

Renulatow Commission ExDense - R: 25.000 
Adiertising Expense 
Water Resourse Conservation 
Bad Debt Expense 
Miscellaneous Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 

Total Operating Expenses 
Operating Income 
Other income (Expense) 

Interest Income 
Other income 
Interest Expense 
Other Expense 

Total Other Income (Expense) 
Net Profit (Loss) 

SUPPORT1 NG SCHEDULES: 
Rebuttal C- I  , Page 2 
Rebuttal C-2 

2,447 
2,340 
3,782 

48,440 
328,927 

30,823 
105,356 

(32,848) 

(766) 

$ 349,611 
62,091 

158,515 
4,529 

28,442 

5,602 
36,017 
13,246 
44,697 
17,430 
11,864 
67,841 
7,050 
2,169 
3,648 
6,017 

25,000 
2,447 
2,340 
3,782 

48,440 
296,079 
30,823 

104,589 

$ 349,611 
62,091 

158,515 
4,529 

28,442 

5,602 
36,017 
13,246 
44,697 
17,430 
11,864 
67,841 
7,050 
2,169 
3,648 
6,017 

25,000 
2,447 
2,340 
3,782 

48,440 
296,079 
30,823 

104,589 

$ 1,357,063 $ (24,793) $ 1,332,270 $ * $ 1,332,270 
$ (9,893) $ 24,793 $ 14,900 $ 297,608 $ 312,508 

6,674 

(213,741) 

6,674 

(21 3,74 1 ) 

6,674 

(213,741) 

$ (207,067) $ - $ (207,067) $ - $ (207,067) 
$ (216,960) $ 24,793 $ (192,167) $ 297,608 $ 105,441 

RECAP SCHEDULES: 
Rebuttal A-I 
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Line 
l.h 
1 
2 
3 Revenues 
4 
5 Expenses 
6 
7 Operating 
8 Income 
9 
10 Interest 
11 Expense 
12 other 
13 Income1 
14 Expense 
15 
16 Netlncome 
17 
18 
19 
20 
21 
22 
23 Revenues 
24 
25 Expenses 
26 
27 Operating 
28 Income 
29 
30 Interest 
31 Expense 
32 Other 
33 Income1 
34 Expense 
35 
36 Netlncome 
37 
38 
39 
40 
41 
42 
43 Revenues 
44 
45 Expenses 
46 
47 Operating 
48 Income 
49 
50 Interest 
51 Expense 
52 Other 
53 lnwmel 
54 Expense 
55 
56 Netlncome 

Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Adjustments to Revenues and Expenses 

Exhibit 
Rebuttal Schedule C 2  
Page 1 
Witness: Bourassa 

Adiustrnents to Revenues and Expenses 
1 2 3 4 5 6 

Water Testing Depreciation Property lnteniionatty intentionally Intentionally 
Expense ExDense Taxes Left Blank Lefl Blank Left Blank 

8.821 (32.846) (766) (24,793) 

(8,827) 32,848 766 24,793 

Adiustments to Revenues and Ewenses 
I 8 9 10 11 12 

Intentionally Intentionally Intentionally Intentionally Intentionally Intentionally 
Left Blank Left Blank Lefl Blank Left Blank Left Blank Left Blank 

(24,793) 

24,793 

24,793 

Adiustments to Revenues and Exvenses 
14 15 - 16 17 18 - 13 - 

Intentionally Intentionally Intentionally Intentionally Intentionally intentionally 
Lefl Blank Left Blank Left Blank Leff Blank LeR Blank Lefl Blank 

24,793 



Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Adjustment to Revenues and Expenses 
Adjustment Number 1 

Line 
- No. 

1 Water Testinq ExDense 
2 
3 
4 
5 (per Staff CRM-15) 
6 
7 
8 Total 
9 
10 
11 
12 Adjustment to RevenueslExpenses 
13 
14 
15 SUPPORTING SCHEDULE 
16 
17 
18 
19 
20 

Additional Water Testing Expense per Staff 8,821 

Exhibit 
Rebuttal Schedule C-2 
Page 2 
Witness: Bourassa 

$ 8,821 

$ 8,821 



Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Adjustments to Revenues and Expenses 

Exhibit 
Rebuttal Schedule C-2 
Page 3 
Witness: Bourassa 

Line 
h 

1 Depreciation Emense 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 Post Test Year Plant per 8-2 
37 WlFA #2 Funded 
38 303 Land and Land Rights 
39 304 Structures and Improvements 
40 305 Collecting and Impounding Res. 
41 307 Wells and Springs 
42 31 1 Electnc Pumping Equipment 
43 331 Transmission and Distribution Mains 
44 
45 RD Loan # 1 I Grant Funded 
46 331 Transmission and Distribution Mains 
47 31 1 Electric Pumping Equipment 
48 
49 
50 RD Loan # 2 I Grant Funded 
51 305 Collecting and Impounding Res. 
52 307 Wells and Springs 
53 320 Water Treatment Equipment 
54 331 Transmission and Distribution Mains 
55 
56 
57 Total PTY Plant 
58 
59 Retirements 
60 307 Wells and Springs 
61 311 Electric Pumping Equipment 
62 
63 
64 Less: Amortization of Contributions - Balance End of TY 
65 
66 

67 Adjusted Test Year Depreciation Expense Rebuttal Filing 
68 Adjusted Test Year Depreciation Expense Direct Filing 
69 
70 Increase (decrease) in Depreciation Expense 
71 
72 Adjustment to Revenues andlor Expenses 

Amortization of Contributions - RD # 1 Grants 

Account 
- No. 
301 
302 
303 
304 
305 
306 
307 
308 
309 
310 
31 1 
320 
330 
331 
333 
334 
335 
336 
339 
340 
34 1 
342 
343 
344 
345 
346 
347 
348 

Description 
Organization Cost 
Franchise Cost 
Land and Land Rights 
Structures and Improvements 
Collecting and Impounding Res. 
Lake River and Other Intakes 
Wells and Springs 
Infiltration Galleries and Tunnels 
Supply Mains 
Power Generation Equipment 
Electric Pumping Equipment 
Water Treatment Equipment 
Distribution Reservoirs & Standpipe 
Transmission and Distribution Mains 
Services 
Meters 
Hydrants 
Backlow Prevention Devices 
Other Plant and Miscellaneous Equipment 
Oftice Furniture and Fixtures 
Transportation Equipment 
Stores Equipment 
Tools and Work Equipment 
Laboratory Equipment 
Power Operaled Equipment 
Communications Equipment 
Miscellaneous Equipment 
Other Tangible Plant 

TOTALS 

From 
Direct 8-2 Adj. # 

Adjusted Post Test Year 
Plant _. Orialnal Cost 

8,685 

lntentlonally 
Left - Blank 

113,026 
208,917 
36,949 

1.418.763 

417,795 
9,335 

1,110,699 
3,117,166 

471,158 
266,742 
27,244 

151,120 
113,217 

108,281 

41,656 

Rebuttal 
Adjusted 

Oriainal Cost 
8.685 

113,026 
208.917 
36.949 

1.418.783 

4 17,795 
9,335 

1,110,699 
3.1 17.1 86 

471.158 
266,742 
27.244 

151,120 
113,217 

108,281 

41,656 

$ 7,620,790 $ - $  - $ 7,620,790 

Proposed Depreciation - Rates Expense 
0.00% 
0.00% 
0.00% 
3.33% 
2.50% 
2.50% 
3.33% 
6.67% 
2.00% 
5.00% 

12.50% 
3.33% 
2.22% 
2.00% 
3.33% 
8.33% 
2.00% 
6.67% 
6.67% 
6.67% 

20.00% 
4.00% 
5.00% 

10.00% 
5.00% 

10.00% 
10.00% 
10.00% 

6,957 
924 

47,245 

52,224 
31 1 

24,658 
62,344 
15,690 
22,220 

545 

10,080 
22,643 

5,414 

4,166 

$ 275,419 

$ 93,669 (93,669) 

325,242 (10,242) 
360,000 (360,000) 
300.000 (300,000) 

$ 

315,000 

0.00% $ 
3.33% 
2.22% 6,993 
3.33% 
12.50% 

50,000 50,000 
$ 1.078,911$ (713,911) $ - $ 365,000 

(333,696) $ 2,651,304 $ 2,985,000 $ 
50,000 50,000 100.000 

$ 3.035.000 $ (283.696) $ - $ 2,751,304 

$ 
1,438,500 $ (1,438,500) 

$ 

305,000 $ (305,000) 
$ 1,743,500 $ (1,743,500) $ - $  

$ 5,857.411 $ (2,741,107) $ - $ 3,116,304 

$ (362,257) 362,257 
(43,519) 43,519 

0 
0 

. . . . 
2.00% 1,000 

$ 7,993 

2.00% $ 53,026 
12.50% 12,500 

$ 65.526 

2.22% $ 
3.33% 
5.00% 
2.00% 

$ 

0.00% $ 73,519 

3.33% $ 0 
12.50% 0 

6 0 

$ 1,686,943 1,686,943 

$ 3,052,693 $ (1,365,750) $ - $ 1,686,943 
1,365,750 (1,365,750) 

$ 296,079 
328,927 

$ (32.848L 

$ (32,848l 



Test Year Ended August 31,2005 
Adjustment to Revenues and Expenses 

Adjustment Number 3 

Line 
No. 
1 
- 

Adiust ProDertv Taxes to Reflect Proposed Revenues: 

Rebuttal Schedule C-2 
Page 4 
Witness: Bourassa 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

Adjusted Revenues in year ended 09/30/2005 
Adjusted Revenues in year ended 09/30/2005 
Proposed Revenues 
Average of three year's of revenue 
Average of three year's of revenue, times 2 
Add: 
Construction Work in Progess at 10% 
Deduct: 
Book Value of Transportation Equipment 

Full Cash Value 
Assessment Ratio 
Assessed Value 
Property Tax Rate 

Property Tax 
Tax on Parcels 

Total Property Tax at Proposed Rates Rebuttal 
Property Taxes per Direct Filing 
Change in Property Taxes 

Adjustment to Revenues and/or Expenses 

5 1,347,170 
1,347,170 
1,644,778 

5 1,446,373 
5 2,892,745 

5 

113,217 

5 2,779,528 
23.50% 

653,189 
15.9722% 

104,328 
261 

5 104,589 
105,356 

5 (766) 

5 (766) 
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SALLQUIST, DRUMMOND & O’CONNOR P.C. 
AlTORNEYS AT LAW 

TEMPE OFFICE 
4500 S. LAKESHORE DRIVE 

SUITE 339 
TEMPE, ARIZONA 85282 

RICHARD L. SALLQUIST 

October 4 2006 

PHONE (480) 839-5202 
FACSIMILE (480) 345-0412 

E-MAIL dickasd-lawxom 

Arizona Corporation Commission 
Docket Control 
1200 W. Washington 
Phoenix, AZ 85007 

Re: Avra Water Co-op, Inc. Docket No W-02126A-06-0234 Compliance 

Dear Sir: 

The Procedural Order dated July 17, 2006 in this docket required, among other 
things, that the Company mail Notice of the proceeding to its customers. Enclosed please 
find an Midavit of Mailing in that regard. 

In the event you have any questions regarding these matters please do not 
hesitate to contact the undersigned. 

Sincerely, 
T 

Richard L. SallqUist 

Enclosures 

cc: Utilities Division 
Hearing Division 
Legal Division 
Chris Ward 

12002.00000.133 
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23 

kichard L. Sallquist 
;allquist, Drummond & O'Connor, P.C. 
.500 S. Lakeshore Drive 
luite 339 
:empe, Arizona 85282 
'hone: (480) 839-5202 
'ax: (480) 345-0412 

BEFORE THE ARIZONA CORPORATION COMMISSION 

N THE MATTER OF THE APPLICATION ) 
IF AVRA WATER COOP, INC., AN ) DOCKET NO. W-02 126A-06-0234 
W O N A  CORPORATION, FOR A 1 
IETERMINIATION OF THE CURRENT ) AFFIDAVIT OF MAILING 
:AIR VALUE OF ITS UTILITY PROPERTY 
WD FOR AN INCREASE IN ITS WATER 
WTES AND CHARGES FOR UTILITY 

) 
) 
1 

;ERVICES 

;TATE OF ARIZONA ) 

:ounty of Pima 1 
)ss 

1. I am Chris E. Ward, Manager of Avra Water Cooperative, Inc. My business address is 

11821 Picture Rocks Road, Tucson, Arizona 85743. 

2. On September L, 2006, I caused the Notice in the form attached hereto as 

Attachment 1 and incorporated herein by reference for all purposes, to be mailed by 

first class mail, postage prepaid, to all customers of record as of September 2006. 

3. Further affiant sayeth naught. 

DATED this 7 day of October, 2006. 

AVRA WATER COOPERATIVE, INC. 

12002.00000.128 
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13 
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15 

16 

17 

18 

19 

2c 

21 

2; 

2: 

The foregoing instrument was acknowledged before me this 2 day of October, 2006, 

J Chris E. Ward. 

fy Commission Expires: 

12002.000M). 128 



6 

7 

8 

9 

10 

11 

12 

13 

14 

Original and fifteen copies of the 
foregoing filed this - day 
of October, 2006: 

Hearing Division 
Arizona Corporation Commission 
1200 West Washington 
Phoenix, Arizona 85007 

Arizona Corporation Commission 
400 W. Congress Street 
Tucson, Arizona 85701 

Legal Division 
A~~ZOIM Corporation Commission 
1200 West Washington 
Phoenix, Arizona 85007 

Docket Control 
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PUBLIC NOTICE OF HEARING ON THE 
RATE APPLICATION OF 

AVRA WATER CO-OP, INC. 
DOCKET NO. W-02126A-06-0234 

I 
The granting of intervention, among other things, entitles a party to present sworn evidence at 
the hearing and to cross-examine other witnesses. However, failure to intervene will not 
preclude any interested person or entitv from appearing: at the hearing and providing public 
comment on the aDplication or from filing written comments in the record of the case. 
You will not receive any further notice of this proceeding unless you request it. 

On April 7, 2006, Avra Water Co-op, Inc. (“Avra” or “Company”) filed an application with the 
Arizona Corporation commission for an approximate 24.43 percent increase in revenue 
($328,205). Under the Company’s proposal the typical residential customer, using an average of 
9,825 gallons per month, would experience a monthly increase of $10.21, or 25.59 percent. 

The Commission’s Utilities Division Staff has not yet made a recommendation regarding the 
Company’s rate increase proposal, and the Commission will determine the appropriate rate relief 
to be granted based on the evidence of record in this proceeding. The Commission is not bound 
by the proposals made by the Company, SMf, or any intervenors and, therefore, the final rates 
approved in this docket may be lower or higher that the rates described above. Copies of the 
application and proposed tariffs are available at the Company’s office 1 1821 West Picture Rocks 
Road, Tucson and on the internet via the Commission website (www.azcc.~ov) using the e- 
docket hction. 

The Commission will hold a hearing on the matter beginning March 15,2007, at 1O:OO a.m., at 
the Commission’s offices, Room 222, 400 West Congress, Tucson, Arizona. Public comments 
will be taken on the first day of the hearing. 

The law provides for an open public hearing at which, under appropriate circumstances, 
interested parties may intervene. Intervention shall be permitted to any person entitled by law to 
intervene and having a direct and substantial interest in the matter. Persons desiring to intervene 
must file a written motion to intervene with the Commission no later than January 3,2007. The 
motion to intervene must be sent to the Company or its counsel and to all parties of record, and 
must contain the following: 

1. The name, address, and telephone number of the proposed intervenor and 
of any party upon whom service of documents is to be made if different 
fi-om the intervenor. 

2. A short statement of the proposed intervenor’s interest in the proceeding 
(e.g., a customer of the Company, a shareholder of the Company, etc). 

3. A statement certifying that a copy of the motion to intervene has been 
mailed to the Company or its counsel and to all parties of record in the case. 

Page 1 of 2 



If you have any substantive questions about this application for an increase in water, you 
may contact the Company at: (Avra Water Co-op, Inc., 11821 West Picture Rocks Road, 
Tucson, AZ 85743,520-682-7331, or email administrator(ii2avrawater.com 

If you wish to file written comments regarding the application, or want further information on 
intervention, you may contact the Consumer Services Section of the Commission at 1200 West 
Washington Street, Phoenix, AZ 85007, or call 1-800-222-7000. 

The Commission does not discriminate on the basis of disability in admission to its public 
meetings. Persons with a disability may request a reasonable accommodation such as a sign 
language interpreter, as well as request this document in an alternative format, by contacting the 
ADA Coordinator, Linda Hogan, at LHonan@,azcc.nov., voice phone number (602) 542-393 1. 
Requests should be made as early as possible to allow time to arrange the accommodation. 
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-Date: 

WestLand File No.: 

Pickup 0 Deliver Mail 0 WestLand Resources, lnc. 
Engineering and Environmental Consultants 

2343 East Broadway Boulevard., Suite 202 By: In-house Courier 
Tucson, Arizona 85719 (Client to Pickup, Name of Courier or In-house 

Delivery; FedEx with Dpe, USPS Regular, USPS 
Priori@, or USPS Certified Mail; etc.) 

Ph: (520) 206-9585 Fx: (520) 206-951 8 

c: Project file If Delivered or Picked Up: 

rc 

TRANSMITTAL 
TO: Mr. Mike Redmond or Mr. David Amash 

RECEIVED 
PIMA COUNTY 

MAR 1 3  2007 
nr- np 

PCDEQ 
150 W. Congress St., lSt Floor 

Received by (Signa(tu-QUALITY 
w 4 

Tucson, Arizona 85 70 1 

Date 

FROM: Scott Strimple, Inspector 

AVRA WATER CO-OP ORANGE GROVE ROAD 
8” F-ZONE WATERMAIN, 16” WELL 
COLLECTION WATERMAIN AND 16” E-ZONE 
WATERMAIN FROM WELL #10 TO SANDERS RD, 

RE: PDEQ NO: PO16006 

SENT: Per Your Request 0 
As Requested By: 

FOR YOUR: 

Information 
Use 
Signature 

stamp 
Review 

Approval 
File 

Other (see comments) 

Revised 8-1061 
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ENGINEER'S CERTIFICATE OF COMPLETION AND FINAL INSPECTION "ECC" 
PIMA COUNTY DEPT OF ENVIRONMENTAL QUALITY, 150 W. CONGRESS, TUCSON, A2 85701. TEL: 740-3340 

E DRINKING WATER SECTION PDEQ FILE NO.: PO 16006 
If separate Drinkinq Water Et Wastewater Approvals to Construct were issued, separate ECCs required 

COUNTY: PIMA 
PROJECT OWNER: 

Avra Water Co-op, Inc. 

Project Description: Grove R j l  Well C- 
16-Inch E-Zone watermain from well No. 10 to Sanders Road. 

1 ACCURATEL Y DESCRJBETHE C W L m O  PROJECT. USE THE SAME DETAIL AS IN APPROVAL TO CONSTRUCT 'PROJECT DESCRIPTION' I (Continue an R-, if needed) - 

1, Kara D. Festa 
construction of the above project, and certify that (check al l  applicable boxes, complete applicable blanks): 

, a Professional Engineer registered in the State of Arizona, have inspected the 

13 
e! 
B 

D 

a 

0 

e9 
0 

ITEMS I) THRU 4) MUST BE COMPLETED 

The work on this project was completed on 2-9-07 (date). 
On - 2-13-07 -(date) a final construction inspection was conducted by 0 myself [ check one] II] under 
MY DIRECT SUPERVISION by Scott Strimple (print name). 
The materials utilized and the installation and construction of those materials and equipment are in 
conformance with the approved plans and specifications and the Pima County Department of Environmental 
Quality (PDEQ) Certificate of Approval to Construct issued on 
block). 

7-24-06 (date in certificate signature 

preoperational tests (infiltration, exfiltration, deflection@-> 
) [circle types performed] were properly ADEQ requirements, and are 

to this Certificate. The total number of pages of test results attached i s  
9 

EITHER 5A) or 56) MUST BE CHECKED 
Any deviation from the approved plans and the PDEQ Certificate of Approval to Construct have been noted 
on the attached "As-Built" plans (as stipulated in the Approval to Construct provisions) prepared and sealed 
pursuant to A.R.S. 9 32-125 on 3-12-07 (date). Of the total 14 sheets of "As-Built" plans attached, 
deviations from the approved plans are shown on sheets numbered 2.6.9. 11. 12 

The completed project did not deviate from the approved plans which received the Approval to Construct. 

This project did not require the preparation of an Operation and Maintenance Manual. 
An Operation and Maintenance manual has been prepared for this project and a copy is  attached. This 
manual meets all ADEQ minimum design and construction standards contained in statute, rule, bulletin, and 
referenced codes, the key elements of the approved plans, and, if applicable, with Attachment B of the 
September I O ,  1994 Engineering Advisory for Individual Systems. 

EITHER 6A) OR 66) MUST BE CHECKED 

ADDITIONAL INFORMATION 

Kara D. Festa, P.E. 
Engineer's Name: WestLand Resources. Inc. 

Engineer's Address : 2343 E. Broadway Blvd., Ste. 202 

Tucson, Arizona 85719 

(520) 206-9585 F (520) 206-9518 Phone Number: 



.,- -.-_ Date: March 13,2007 
WestLand File No.: 

Pickup 0 Deliver Mail 0 
481.23 C 8100 

WestLand Resources, lnc. 
Engineering and Environmental Consultants 

2343 East Broadway Boulevard., Suite 202 By: In-house Courier 
Tucson, Arizona 85719 (Client to Pickup, Name of Courier or In-house 

Delivery; FedEx with Type, USPS Regular, USPS 
Priori@, or USPS Certified Mail; etc.) 

Ph: (520) 206-9585 Fx: (520) 206-951 8 

TRANSMITTAL 
TO: Mr. Mike Redmond or Mr. David Amash 

PCDEQ FOR YOUR: 

150 W. Congress St., 1"Floor 

Tucson, Arizona 85701 Use 
Information 

Signature 

Review 
FROM: Scott Strimple, Inspector Stamp 

AVRA WATER COPOP 12" WATERLINE 
EXTENSION ON ORANGE GROVE ROAD FROM 
SANDERS ROAD TO SANDARIO ROAD, PDEQ 

RE: NO: PO21706 Approval 

SENT: Per Your Request 0 
As Requested By: 

File 

Other (see comments) 

ATTACHED: 

Engineer's Certificate of 
Completion 
Approval of Construction Cover 
Letter 
Certificate of Approval to 
construct 

Test Results 

0 YourRedlines 
2omments: 

c: Project fde If Delivered or Picked Up: 
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65 DRINKING WATER SECTION 
PDEQ FILE NO.: PO 021706 -+ 
If separate Drinking Water B Wastewater Approvals to Construct were issued, separate ECCs required 

ENGINEER’S CERTIFICATE OF COMPLETION AND FINAL INSPECTION “ECC” 
PIMA COUNTY DEPT OF ENVIRONMENTAL QUALITY, 150 W. CONGRESS, TUCSON, AZ 85701.  TEL: 740-3340 

COUNTY: PIMA 
PROJECT OWNER: 

Avra Water Co-op, Inc. 

I 

Project Description: 13” W ~ W  R$d. 

ACCURATELY DESCRIBE THE COMPLETED PROJECT. USE THE SAME DETAIL AS IN APPROVAL TO CONSTRUCT ‘PROJECT DESCRIPTION‘ I (Continue on Reverse. if needed) - 

1, Kara 0. Festa 
construction of the above project, and certify that (check all applicable boxes, complete applicable blanks): 

, a Professional Engineer registered in the State of Arizona, have inspected the 

ITEMS 1) THRU 4) MUST BE COMPLETED 

D 
e! 
E3 

P 

0 

a 

a 
0 

1) The work on this project was completed on 2-9-07 (date). 
2) 

3) 

On - 2-13-07 -(date) a final construction inspection was conducted by 0 myself [ check one] €3 under 
MY DIRECT SUPERVISION by Scott StrimPle (print name). 
The materials utilized and the installation and construction of those materials and equipment are in 
conformance with the approved plans and specifications and the Pima County Department of Environmental 
Quality (PDEQ) Certificate of Approval to Construct issued on 
block). 

icrobiologica etc.) [circle types performed] were properly conduct 5 2  met ADEQ requirements, and are 

3-26-06 (date in certificate signature 

ction and preoperational tests (infiltration, exfiltration, ressure deflectiong@-> 

in attachments to this Certificate. The total number of pages of test results attached is rqresen 

EITHER 5A) or 58) MUST BE CHECKED 

0 A. 
Any deviation from the approved plans and the PDEQ Certificate of Approval to  Construct have been noted 
on the attached “As-Built” plans (as stipulated in the Approval to Construct provisions) prepared and sealed 
pursuant to A.R.S. 0 32-125 on (date). Of the total sheets of “As-Built” plans attached, 
deviations from the approved plans are shown on sheets numbered 

The completed project did not deviate from the approved plans which received the Approval to Construct. 

This project did not require the preparation of an Operation and Maintenance Manual. 
An Operation and Maintenance manual has been prepared for this project and a copy is  attached. This 
manual meets all ADEQ minimum design and construction standards contained in statute, rule, bulletin, and 
referenced codes, the key elements of the approved plans, and, if applicable, with Attachment B of the 
September 10, 1994 Engineering Advisory for Individual Systems. 

EITHER 6A) OR 68) MUST BE CHECKED 

ADDITIONAL INFORMATION 

Kara D. Festa, P.E. 
Engineer‘ s Name:- WestLand Resources, Inc. 

Engineer‘s Address : 2343 E. Broadway Blvd., Ste. 202 

Tucson, Arizona 85719 

(520) 206-9585 F: (520) 206-951 8 Phone Number: 

ENGINEER’S SEAL per AAC R4-30-304.8 
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Date: March 13,2007 
WestLandFileNo.: 481.23 C 8100 

Pickup Deliver Mail 0 WestLand Reso 
Engineering and Environmen 

2343 East Broadway Boulevard., Suite 202 By: In-house Courier 
Tucson, Arizona 8571 9 (Client to Pickup, Name of Courier or In-house 

Delivery; FedEx with Type, USPS Regular, USPS 
Prioriq, or USPS Certified Mail; etc.) 

Ph: (520) 206-9585 Fx: (520) 206-9518 

TRANSMITTAL 

C 

TO: Mi-. Mike Redmond or Mr. David Amash 
PCDEQ 
150 W. Congress St., lSf Floor 
Tucson, Arizona 85701 

FROM: Scott Strimple, Inspector 

AVRA WATER CO-OP WELL COLLECTION 
MAIN AND 16” EZONE PIPELINE, PDEQ NO: 

RE: P ~ ~ ~ O O C p  

SENT: PerYourRequest 

As Requested By: 

ATTACHED: 

Engineer’s Certificate of 
Completion 
Approval of Construction Cover 
Letter 
Certificate of Approval to 
construct 

Test Results 

Set of Blackline As-Builts 

0 YourRedlines 
!omments: 

:: Project file 
rc 

FOR YOUR: 

Information 
Use 
Signature 

Review 
stamp 

Approval 
File 

Other (See comments) 

X 

X 

X 

0 

If Delivered or Picked Up: 

_ _  

Received Sy (Signature;/Print Name) Date 
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ENGINEER’S CERTIFICATE OF COMPLETION zum FINAL INSPECTION “ECC” 
PIMA COUNTY DEFT OF ENVIRO”T?U, QUALITY, 150 W. CONGRESS, TUCSON, AZ 85701. TEL: 740-3340 

~~ 

E DRINKING WATER SECTION PDEQ FILE NO.: PO 49006 4 

If  separate Drinking Water & Wastewater Approvals to Construct were issued, separate ECCs required 

COUNTY: PIMA 
PROJECT OWNER: 

Avra Water Co-op, Inc. 

Project Description: Wa-we A v ~  C0-m Well C- and 16-Inch F-7~ae 
pipeline. 

I AccvwITRy DESCRIBE THE COMPLmD PROJECT. UK THE LhME DETAIL AS IN APPROVAL TO CONSTRUCT ‘PROJECT DESCRIPTION’ 1 (Continue On belS-% if needed) - 

1, Kara D. Festa 
construction of the above project, and certify that (check all applicable boxes, complete applicabte blanks): 

, a Professional Engineer registered in the State of Arizona, have inspected the 

ITEMS 1) THRU 4) MUST BE COMPLETED 

Q 

er! 

D 

Q 

0 

a 

1) The work on this project was completed on 2-9-07 (date). 
2) 

3) 

On 2-13-07 -(date) a final construction inspection was conducted by myself [ check one] under 
MY DIRECT SUPERVISION by Scott Strimple (print name). 
The materials utilized and the installation and construction of those materials and equipment are in 
conformance with the approved plans and specifications and the Pima County Department of Environmental 
Quality (PDEQ) Certificate of Approval to Construct issued on 
block). 

7-24-06 (date in certificate signature 

preoperational tests (infiltration, exfiltration, de f l ec t i onmonna t ioD  
[circle types performed] were properly ADEQ requirements, and are 

to this Certificate. The total number of pages of test results attached i s  
!2 

EITHER 5A) or 58) MUST BE CHECKED 
Any deviation from the approved plans and the PDEQ Certificate of Approval to Construct have been noted 
on the attached %-Built” plans (as stipulated in the Approval to Construct provisions) prepared and sealed 
pursuant to A.R.S. 0 32-125 on 3-12-07 (date). Of the total 5 sheets of “As-Built” plans attached, 
deviations from the approved plans are shown on sheets numbered 2, 3 

The completed project did not deviate from the approved plans which received the Approval to Construct. 

This project did not require the preparation of an Operation and Maintenance Manual. 
An Operation and Maintenance manual has been prepared for this project and a copy is  attached. This 
manual meets all ADEQ minimum design and construction standards contained in statute, rule, bulletin, and 
referenced codes, the key elements of the approved plans, and, if applicable, with Attachment B of the 
September 10, 1994 Engineering Advisory for Individual Systems. 

EITHER 6A) OR 68) MUST BE CHECKED 

ADDITIONAL I NFOWTION 

Kara D. Festa, P.E. 
Engineer‘  s N a m e  : Westland Resources. Inc. 

Engineer ’s  Address  : 2343 E. Broadway Blvd., Ste. 202 

Tucson, Arizona 85719 

(520) 206-9585 F: (520) 206-951 8 Phone Number: 

ENGINEERS SEAL per AAC R4-30-304.8 
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tichard L. Sallquist 
;ALLQUIST, DRUMMOND & O’CONNOR, P.C. 
I500 S. Lakeshore Drive, Suite 339 
rempe, Arizona 85282 
relephone: (480) 839-5202 
ittorneys for Avra Water Co-op, Inc 

BEFORE THE ARIZONA CORPORATION COMMISSION 

IN THE MATTER OF THE DOCKET NO. W-02126A-06-0234 
APPLICATION OF AVRA WATER ) 
COOP, INC., AN ARIZONA 1 
CORPORATION, FOR A 
DETERMINIATION OF THE 
CURRENT FAIR VALUE OF ITS 
UTILITY PROPERTY AND FOR AN 
INCREASE IN ITS WATER RATES 
AND CHARGES FOR UTILITY 
SERVICES 

NOTICE OF FILING REJOINDER 
TESTIMONY 

) 

Avra Water Co-op, Inc, by and through undersigned counsel, hereby provides Notice of 

?ding of the Rejoinder Testimony of Thomas J. Bourassa, pursuant to Procedural Order dated 

day of March 2007. 

My 17,2006. 

Respectfully submitted this 

SALLQI,IQT, DRUMMOND & O’CONNOR, P.C. 

Richaid L. Sallquist 
4500 S. Lakeshore Drive, Suite 339 
Tempe, AZ 85282 
Attorneys for Avra Water Co-op, Inc 

Original and$n copies of the foregoing 
filed t h i s 4  day of March 2007, 
with: 

Docket Control 
Arizona Corporation Commission 
1200 West Washington 
Phoeniq Arizorfa 8 7 0 7  

12002.00000.15 1 
-1- 
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L copy f the foregoing filed 
lis &day of March , 2007, to: 

udge Jane Rodda 
uizona Corporation Commission 
00 West Congress Street 
'ucson, Arizona 85701 

Iearing Division 
irizona Corporation Commission 
00 W. Congress 
'ucson, Arizona 85701 

Jtilities Division 
irizona Corporation Commission 
200 West Washington 
'hoenix, Arizona 85007 

,egal Division 
irizona Corporation Commission 
200 West Washington 
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BEFORE THE ARIZONA CORPORATION COMMISSION 

IN THE MATTER OF THE APPLICATION OF 

CORPORATION, FOR A DETERMINATION 
OF THE CURRENT FAIR VALUE OF ITS 
UTILITY PLANT AND PROPERTY AND FOR 
INCREASES IN ITS RATES AND CHARGES 
FOR UTILITY SERVICE. 

AVRA WATER CO-OP, INC., AN ARIZONA 

DOCKET NO. W-02126A-06-0234 

REJOINDER OF 

THOMAS J. BOURASSA 

ON BEHALF OF AVRA WATER CO-OP 

PREFILED MARCH 9,2007 

12002.00000.152 
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I. 

Q* 
A. 

Q- 

A. 

Q* 
A. 

Q. 

A. 

Q* 

A. 

Q* 

A. 

INTRODUCTION AND PURPOSE OF TESTIMONY. 

PLEASE STATE YOUR NAME AND ADDRESS? 

My name is Thomas J. Bourassa and my business address is 139 W. Wood Drive 

Phoenix, AZ 85029. 

HAVE YOU PREVIOUSLY SUBMITTED DIRECT TESTIMONY IN THE 

INSTANT CASE? 

Yes, my direct and rebuttal testimony was submitted in support of the initia 

application in this docket by Avra Water Co-op (“AWC” or “Company”). 

WHAT IS THE PURPOSE OF THIS REJOINDER TESTIMONY? 

I will provide rejoinder testimony in response to the surrebuttal filing by Arizonz 

Corporation Commission Utilities Division Staff (“Staff ’) with respect to the rate 

base, the income statement, and the revenue requirement and rate design. 

WHAT IS THE REVENUE INCREASE THAT THE COMPANY IS 

PROPOSING IN THIS REJOINDER TESTIMONY? 

The Company is proposing a total revenue requirement of $1,664,758 which 

constitutes an increase in revenues of $317,588, or 23.57% over test year 

revenues. 

HOW DOES THIS COMPARE WITH THE COMPANY’S REBUTTAL 

FILING? 

In the rebuttal filing, the Company requested a total revenue requirement oi 

$1,644,778, an increase in revenues of $297,608, or 22.14%. 

WHY IS THE REQUESTED REVENUE INCREASE HIGHER IN AWC’S 

REJOINDER FILING? 

In its rejoinder filing, AWC has increased post test year plant-in-service by 

$694,396. The net result of these adjustments is a $16,184 increase in the 

proposed level of operating expenses compared to the adjusted test year expense 

-1- 
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Q* 

A. 

Q* 

A. 

Q* 

A. 

and a net increase in Original Cost Rate Base (“OCRB”) and Fair Value Rate Bast 

( “ F W ” )  of $694,396 from the rebuttal filing. The Company continues tc 

propose that its OCRJ3 be used as its FVRB for purposes of setting rates in this 

proceeding. 

TO WHAT DO YOU ATTRIBUTE THE INCREASE IN RATE BASE 

FROM THE REBUTTAL FILING TO THIS REJOINDER FILING? 

Based on the Company’s reconciliation of post test year plant invoices submitted 

to Staff on February 8, 2007, the Company has increased plant-in-service and rate 

base. 

PLEASE SUMMARIZE THE PROPOSED REVENUE REQUIREMENTS 

AND RATE INCREASES FOR THE COMPANY AND STAFF AT THIS 

STAGE OF THE PROCEEDING? 

The proposed revenue requirements and proposed rate increases are as follows: 

Revenue Requirement Revenue Incr. YO Increase 

Company-Direct $1,675,387 $328,217 24.3 6% 

Staff $1,593,925 $335,486 18.32% 

Company Rebuttal $1,644,778 $297,608 22.09% 

Staff Surrebuttal $1,593,925 $335,486 18.32% 

Company Rejoinder $1,664,75 8 $3 17,588 23.57% 

IT APPEARS THAT STAFF HAS MADE NO CHANGE IN ITS 

RECOMMENDATIONS SINCE ITS DIRECT FILING, CORRECT? 

Yes. See Myhlhousen RB at 5. Staff continues to propose to exclude all post tesl 

year plant from rate base and the associated depreciation expense from operating 

expenses. See Surrebuttal Testimony of Charles R. Myhlhousen (“Myhlhouser 

SB”) at 5. Staff also continues to propose a 21.05 percent operating margin 

whereas the Company proposes a 19 percent operating margin. Id. at 5. As I wil 

-2- 
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Q* 

A. 

11. 

Q- 

A. 

Q- 

A. 

discuss later in my testimony, including post test year plant and associatec 

depreciation is necessary to obtain a normal or more realistic test year. I will alsc 

address why Staffs 2 1.05 percent operating margin is inadequate. 

ARE THE COMPANY AND STAFF ARE IN AGREEMENT ON ISSUES 

WITH RESPECT T O  THE RATE BASE, REVENUES AND EXPENSES 

OTHER THAN POST TEST YEAR ,PLANT AND DEPRECIATION 

EXPENSE? 

Yes. 

RATE BASE. 

WOULD YOU PLEASE IDENTIFY THE PARTIES’ RESPECTIVE RATE 

BASE RECOMMENDATIONS? 

The rate bases proposed by all parties in the case are as follows: 

OCRB FVRB 

Company-Direct $7,011,440 $7,0 1 1,440 

Staff Direct $2,417,645 $2,4 17,645 

Company Rebuttal $5,533,945 $ 5,533,945 

Staff Surrebuttal $2,4 17,645 $2,417,645 

Company Rejoinder $6,228,341 $ 6,228,341 

A. Post Test Year Plant. 

PLEASE EXPLAIN YOUR REJOINER ADJUSTMENT TO PLANT-IN- 

SERVICE? 

Rejoinder adjustment 1 increases post test year plant by $694,396. This is basec 

on the Company’s final accounting of invoices submitted to Staff on February 8. 

2007 and includes the costs for the Rudasill reservoir, Rudasill 12 inch main, the 

12 inch main from Sandario Road to Sanders Road, the 12 and 16 inch Orange 

-3 - 
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Q* 

A. 

Q. 

A. 

Grove pipeline, and the Noel booster station. An invoice summary is provided on 

Rejoinder Schedule B-2, page 3a. 

There are no other rejoinder adjustments to the Company’s rate base. 

DOES INCLUDING THE POST TEST YEAR PLANT DISTORT THE 

TEST YEAR AND PLACE AN UNJUSTIFIABLE BURDEN ON RATE 

PAYERS AS MR. MYHLHOUSEN STATES ON PAGE 5 AND 8 OF HIS 

SURREBUTTAL TESTIMONY? 

No. But, in fact, the opposite is true. Without consideration of the post test year 

plant, the test year is distorted and is not realistic on a going forward basis. 

Depreciation expense and the revenue requirement will be materially understated 

if post test year is excluded. I fail to see how rate payers are ‘unjustifiably’ 

burdened. After all, the post test year plant is necessary to serve existing rate 

payers. If anything, rate payers will be unjustifiably and unnecessarily burdened 

with the expense of another rate case. 

IS THE POST TEST YEAR PLANT NECESSARY TO SERVE EXISTING 

CUSTOMERS? 

Yes. This fact is not in dispute. Staff has not challenged the testimony of Mr. 

Chris Ward. As Mr. Ward testified, the post test year plant is necessary to address 

arsenic as well as source and storage related issues for existing customers. See 

Direct Testimony of Chris Ward (“Ward DT”) at 4-5. Mr. Ward also testified that 

the health and safety of customers of the system is compromised necessitating the 

plant improvements. Not only is the arsenic MCL standard exceeded in six of the 

seven Company wells, but the system does not meet the minimum requirements 

and engineering standards for source and storage. Id. at 5 .  There would be very 

serious potential impacts to the health and safety of its rate payers had the 

Company not proactively addressed these system problems. 
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Q- 
A. 

Q* 

A. 

Q- 

Mr. Ward also explained that the debt financing from the Water 

Infrastructure Financing Authority (“WIFA”), for example, is specifically 

earmarked to address health related issues, which the Company’s Arsenic 

Reduction Plan clearly addresses. See Rebuttal Testimony of Chris Ward (“Ward 

RT3”) at 4. Mr. Ward hrther testified that the Rural Development’s funds were 

used only for companion projects in the Company’s Arsenic Reduction Plan. Id. 

at 4. 

IS THE POST TEST YEAR PLANT KNOWN AND MEASURABLE? 

Yes. The Company provided the invoices and supporting documentation at Staffs 

request on February 8, 2007. A summary of the invoices by project is shown on 

Rejoinder Schedule B-2, page 3a. 

DO YOU AGREE WITH MR. MYHLHOUSEN AT PAGE 7 OF HIS 

SURREBUTTAL THAT THE COMPANY WAS NOT TIMELY IN 

RESPONDING TO STAFF DATA REQUESTS? 

No, and I am a bit confused by Mr. Myhlhousen’s statements. Staff made an 

informal request for additional invoices concerning post test year plant on 

February 1, 2007. A copy of the email is attached hereto as Rejoinder Exhibit 1. 

The response was submitted on February 8, 2007, well within the required 10 day 

requirement. A copy of the cover letter is attached hereto as Rejoinder Exhibit 2. 

Staff had ample opportunity to review these invoices and supporting 

documentation before the due date of its surrebuttal testimony on February 28, 

2007. In fact, the Company agreed to give Staff an additional week to file its 

surrebuttal testimony which was originally due on February 21, 2007. 

Presumably, the additional time was necessary for Staff to complete its review. 

IS THE POST TEST YEAR PLANT USED AND USEFUL? 
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A. 

Q* 
A. 

Q* 

A. 

Yes. Mr. Myhlhousen admits that Staff Engineering witness, Dorothy Haines, 

found the Rudasill reservoir, Noel booster station, and the Rudasill 12 inch main to 

be used-and-usehl at her inspection in July 2006. See Myhlhousen RE3 at 7. He 

also appears to accept that the 8, 12, and 16 inch mains are also in service. Id. at 

7. 

ON WHAT BASIS DOES STAFF EXCLUDE POST TEST YEAR PLANT? 

Mr. Myhlhousen claims that insufficient documentation was provided and the 

plant was placed into service too far outside of the test year. Id. at 2 and 7. In the 

end, he dismisses all the post test year plant on the grounds that it would distort the 

test year. Id. at 8. 

IS IT A POLICY OF THIS COMMISSION TO EXCLUDE POST TEST 

YEAR PLANT BASED UPON HOW FAR OUTSIDE OF THE TEST YEAR 

THE PLANT WAS PLACED INTO SERIVCE? 

No. I believe that the current policy is to examine the merits for inclusion of post 

test year plant on a case-by-case basis. In the Bella Vista Water Company (“Bella 

Vista”) decision (A.C.C. Decision 65350, November 1, 2002), for example, the 

Commission accepted post test year plant 12 months outside of the test year. The 

underlying merits to inclusion of post test year plant as set forth in the Decision, 

such as encouraging companies to proactively address system needs, that post test 

year plant is used and usefbl and necessary to providing service to existing 

customers, and there is no material mismatch between plant investment, revenues 

and expense are also merits to the inclusion of post test year plant in the instant 

case. 

Staffs testimony and position in the recent Community Water Company of 

Green Valley (“Community Water”) case (A.C.C. Decision 69205, December 2 1, 

2006) contradicts Mr. Myhlhousen’s position in the instant case. In the 
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Q* 

A. 

Q* 

A. 

Q* 

Community Water case, arsenic treatment plant was placed into service nearly 13 

months after the end of the test year and was accepted by Staff and ultimately by 

this Commission. See Direct Testimony of Jeffery M. Michlik at 7, Docket No 

W-02304A-05-0830. As Mr. Michlik explained, “Staff believes it was in the besl 

interest of the Company and ratepayers to be in compliance with the Safe Drinking 

Water Act.. ..Additionally, the plant is revenue neutral, meaning that the Company 

does not expect additional revenues to be generated from the treatment of the twc 

wells ...” Id. at 7. 

WAS STAFF PROVIDED THE INVOICES FOR THE POST TEST YEAR 

PLANT? 

Yes. 

DOES THE TIMING OF WHEN THE COMPANY FILED ITS RATE 

APPLICATION HAVE ANY MERIT AS TO A REASON TO EXCLUDE 

POST TEST YEAR PLANT? 

No. Mr. Myhlhousen makes this claim. See Myhlhousen SB at 3. But, in fact, 

the Company planned its filing in order to have new rates in time to be able to 

service its debt and continue to meet expected capital expenditures and operational 

needs. As I testified, the Company will begin repayment on is loans later this 

year. See Bourassa RB at 3. If the Company had delayed its application and used 

a different test year, the Company would not have met the WIFA loan requirement 

of minimum annual debt service coverage (“DSC”) of 1.20. It would also 

potentially not have had enough cash to fund the WIFA and RD debt reserve 

requirements which are over and above the annual debt service. 

IS THE REVENUE REQUIREMENT AND RATE INCREASE PROPOSED 

BY STAFF ADEQUATE FOR THE COMPANY TO MEET ITS DEBT 
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A. 

Q. 

A. 

SERVICE OBLIGATIONS AND TO MEET EXPECTED FUTURE 

CAPITAL AND OPERATIONAL NEEDS? 

I do not believe so. Viewed in isolation, it appears that even under Staffs revenue 

requirement the Company cash flow the debt service. However, in reality the 

Company’s obligations to service debt, fund loan reserves, and refund advances 

will total well over $420,000 annually. Further, in January 2008 the Company 

will be acquiring a CAP allocation costing $575,000 or $1 15,000 annually over 5 

years. All totaled the annual cash outflows from these are expected to be over 

$535,000. Mr. Myhlhousen claims that the revenue requirement he proposes will 

generate a cash flow of $559,000. See Myhlhousen SB at 8. I do not disagree. 

However, based on the foregoing, the available cash flow from operations under 

Staffs proposed revenue requirement would be less then $25,000 annually. 

This is wholly inadequate, in my opinion. The available cash of $25,000 is 

too low given that the Company faces additional cash requirements for addressing 

capital outlays for increased costs related to the completion of the capital 

improvements in the Company’s Arsenic Reduction Plan, ongoing capital repairs 

and maintenance, funding of a plant replacement reserve, and/or addressing any 

unusual or unexpected expenses. A major repair alone could cost well over 

$25,000. 

YOU MENTIONED THE CAP ALLOCATION. IS THAT ALLOCATION 

IMPORTANT TO AVRA AND ITS CUSTOMERS? 

Yes. As you know, Tucson does not have the surface water available to it as do 

Phoenix and many other areas in Arizona. I believe I have heard that Tucson is 

the largest city in the United States without any natural surface water. CAP water 

is surface water, and is beneficial to the entire region. That availability to Avra’s 

customers is very important in the long-term, and the Commission should support 
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Q* 

A. 

Q* 

A. 

Avra’s ability to acquire that resourse. Use of surface water is also consistent with 

the often expressed policy of the Commission to limit the use of groundwater 

whenever possible. 

DOESN’T THE COMPANY HAVE A SURCHARGE TARIFF FOR CAP 

WATER? 

Yes. However, under the surcharge only 1/20* of the CAP acquisition cost would 

be collected each year (20 year recovery period). Further, the CAP water would 

have to be used and useful in order for the Company to implement the tariff, 

meaning the Company would have to additionally invest in CAP water treatment 

facilities and the associated infrastructure to have the water delivered or 

alternatively incur annual fees to have the water recharged. Both options are being 

explored by the Company. Incidentally, I think the existence of that Tariff 

acknowledges that the Commissioners believe CAP water is important to Avra. 

The Tariff would be moot if the Company can not acquire the allocation, and it 

needs the requested revenue levels to do that. 

DOESN’T THE COMPANY HAVE AN OFF-SITE FACILITIES HOOK-UP 

FEE? 

Yes. The funds fi-om the existing off-site facilities hook-up fee could be used to 

help service debt or fund off-site capital items. However, per the tariff, they can 

not be used for any repairs, maintenance, plant replacement or operational 

purposes. Additionally, the Company has experienced an average annual growth 

of less than 28 customers per year since 2002. This growth is relatively small and 

will probably be less going forward. It is not new news that the housing market, 

after a rather robust two or three years, has experienced a significant down turn 

over the past year or so and is not expected to rebound until at least second half ol 

2008. This source of funds may help, but it is not reliable 
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Q. 

A. 

Q* 
A. 

Q* 

A. 

PUTTING ASIDE THE CASH FLOW IMPLICATIONS FOR THE 

COMPANY, WOULD STAFF’S PROPOSED REVENUE REQUIREMENT 

PROVIDE FOR AN ADEQUATE LEVEL OF REVENUES OVER 

EXPENSES ON A GOING FORWARD BASIS? 

No. As I testified, it is less than $17,000 after considering the impact of interest 

expense of $214,000 from the WIFA and RD loans used to finance post test year 

plant and the impact of depreciation of approximately $105,000. See Rebuttal 

Testimony of Thomas J. Bourassa (“Bourassa FW”) at 3. 

PLEASE EXPLAIN. 

Staffs proposed operating margin is $335,486. Interest expense and depreciation 

together total $3 19,000. Staffs operating margin less interest and depreciation is 

$16,486 ($335,486 minus $319,000). Given this slim margin of revenues over 

expense, the Company could easily negatively affect member equity as expenses 

will likely outpace revenues given the Company’s low customer growth. This is a 

fact and this analysis is not misleading as Mr. Myhlhousen suggests. See 

Myhlhousen SB at 8. 

MR. BOURASSA, THE DIFFERENCE IN DEPRECIATION BETWEEN 

STAFF AND THE COMPANY AT THIS STAGE OF THE PROCEEDING 

IS APPROXIMATELY $88,000, NOT $105,000 AS YOU MENTIONED 

ABOVE. PLEASE EXPLAIN. 

The $105,000 is the depreciation expense impact when the projects which are 

included in the Company’s Arsenic Reduction Plan are completed. See Company 

Direct Schedule C-2, page 2. In the instant case, the Company recognizes that a 

well and associated plant which was originally scheduled to be complete by this 

time, has not been placed into service and, accordingly, removed this plant from 

its proposed rate base. The associated depreciation was also removed from 
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Q. 

A. 

111. 

Q. 

A. 

operating expenses. 

difference between Staff and the Company becomes approximately $88,000. 

By removing the associated depreciation for the well, the 

However, by the time rates go into effect in the instant case, and on a 

going forward basis, the depreciation from all of the projects proposed by the 

Company in its direct filing will have an impact of at least $105,000 on operating 

expenses annually. Mr. Ward has testified that by August 2007 the Company will 

have placed into service the entire $5,857,811 of plant, originally proposed in the 

Company’s direct filing. See Ward RE3 at 4. This means that going forward, the 

Company will experience at least $105,000 more depreciation expense than is 

included in Staffs revenue requirement. Knowing this, one can easily see that the 

proposed revenue requirement and rate increase proposed by Staff provides 

inadequate net revenues over expenses. 

IF THE COMMISSION SHOULD DECIDE TO EXCLUDE POST TEST 

YEAR PLANT FROM RATE BASE IN THE INSTANT CASE, WHAT 

OPERATING MARGIN DOES THE COMPAY RECOMMEND? 

If the Commission were to decide to exclude post test year plant, a minimum 24 

percent operating margin is requested as the 2 1.04 percent recommended by Staff 

is clearly insufficient. 

INCOME STATEMENT. 

WOULD YOU PLEASE DISCUSS THE COMPANY’S PROPOSED 

ADJUSTMENTS TO REVENUES AND EXPENSES AT THIS STAGE OF 

THE PROCEEDING? 

The Company rejoinder adjustments are detailed on Rejoinder Schedule C-2, 

pages 1-3. The rebuttal income statement with adjustments is shown on Rebuttal 

Schedule C- 1 , page 1-2. 
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IV. 

Q. 
A. 

Rejoinder adjustment number 1 annualizes depreciation expense taking into 

account the rejoinder changes to plant-in-service, as discussed above. 

Rebuttal adjustment number 2 increase property tax expense and reflects 

the rejoinder proposed revenues. 

RATE DESIGN (H SCHEDULES). 

WHAT ARE THE COMPANY’S REJOINDER PROPOSED RATES? 

The proposed rates for customers with using a water meter size of: 

Meter Monthly Gallons included 
Minimum in Monthly Minimum 

5/8 

3/4 

1 

1 1/2 

2 

3 

4 

6 

$ 27.48 

$ 41.22 

$ 68.70 

$ 137.40 

$ 219.84 

$ 439.68 

$ 687.00 

$ 1,374.00 

The commodity charges and tiers by meter size are: 

Meter Charge 
Size Tier (gallons) per 1,000 gallons 

5/8 and % Inch 1 to 8,500 $2.26 

8,501 to 16,500 $2.39 

Over 16,500 $ 2.52 

1 Inch and larger 1 to 20,000 $2.26 
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Q* 

A. 

Q. 

A. 

Q. 
A. 

Q- 

20,001 to 40,000 $2.39 

Over 40,OO 0 $2.52 

The proposed standpipe rate and bulk water rate is $4.00 per 1,000 gallons witk 

no minimum monthly charge. 

WHAT IS THE IMPACT ON CUSTOMERS AT THE AVERAGE USAGE 

FOR EACH METER SIZE? 

They are as follows: 

Proposed 

Size Average use Average Bill Dollar Incr. % Incr. 

518 9,825 $ 49.86 $ 9.85 24.96% 

3/4 13,542 $ 72.48 $ 25.66 5 4.7 9 Yo 

1 15,126 $ 102.54 $ 18.41 21.88% 

1 1/2 144,861 $ 494.65 $ 101.78 25.91% 

2 2 9 0,7 9 2 $ 944.84 $200.16 26.88% 

4 54,959 $ 817.70 $ 141.24 20.88% 

HAS THE COMPANY CHANGED ITS BASIC RATE DESIGN IN 

REPONSE TO STAFF’S SURREBUTTAL TESTIMONY? 

No. 

HAS STAFF CHANGED ITS RATE DESIGN? 

Yes. It appears that Staff now recommends that the % inch meter monthly 

minimum be scaled on the 5/8 meter flow as does the Company. See Myhlhousen 

SB at 9. This is the only change to Staffs design. 

DO YOU HAVE ANY ADDITIONAL COMMENTS IN RESPONSE TO 

STAFF’S SURREBUTTAL TESTIMONY REGARDING RATE DESIGN? 
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A. 

Q. 
A. 

I disagree with Mi-. Myhlhousen that the 2 inch metered customers are a much 

larger cost causer and thus should bear a greater amount of the cost. Based on 

my experience, a cost of service study would typically show that larger metered 

customers cover more than their fair share of the revenue requirement by virtue of 

the larger volume of water they use, especially under an inverted tier design. An 

inverted tier design does not recognize that the average cost of water decreases 

with the volume used. Larger metered customers under inverted tier designs are 

more likely to be subsidizing the smaller meters - not the other way around as Mr. 

Myhlhousen claims. See Myhlhousen SB at 9. 

DOES THAT CONCLUDE YOUR REJOINDER TESTIMONY? 

Yes. 
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Line 
&L 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 

Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Computation of Increase in Gross Revenue 
Requirements As Adjusted 

Fair Value Rate Base 

Adjusted Operating Income 

Current Rate of Return 

Required Operating Income Operating Margin = 19.00% 

Required Rate of Return on Fair Value Rate Base 

Operating Income Deficiency 

Gross Revenue Conversion Factor 

Increase in Gross Revenue 
Requirement 

% Increase 

Customer 
Classification 
jResidential Commercial, lrriaation) 

518 x 314 Inch 
314 Inch 
1 1/2 Inch 
1 Inch 
2 Inch 
4 Inch 

Total 

Revenue Annualization 

Other Water Revenues 

Reconcilation 

Total of Water Revenues 

SUPPORTING SCHEDULES: 
Rejoinder B-1 
Rejoinder C-I  
Rejoinder C-3 
Rejoinder H-I 

Exhibit 
Rejoinder Schedule A-I 
Page 1 
Witness: Bourassa 

$ 6,228,341 

(1,284) 

NIA 

$ 316,304 

NIA 

$ 317,588 

1 .oooo 

$ 317,588 

23.57% 

Present Proposed Dollar Percent 
Rates Rates Increase Increase 

$ 1,219,850 $ 1,519,762 $ 299,912 24.59% 
4,589 7,072 2,483 54.11% 
9,140 11,163 2,023 22.14% 

14,096 17,811 3,716 26.36% 
26,818 34.1 11 7,293 27.19% 
8,119 9,823 1,704 20.98% 

1,282,612 1,599,742 317,131 24.73% 

1,220 1,501 281 23.05% 

59,485 59,485 0.00% 

3,853 3.853 0.00% 

$ 1,347,170 $ 1,664,582 $ 317,412 23.56% 
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Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Summary of Rate Base 

Exhibit 
Rebuttal Schedule B-I 
Page 1 
Witness: Bourassa 

Gross Utility Plant in Service 
Less: Accumulated Depreciation 

Net Utility Plant in Service 

Less: 
Advances in Aid of 

Contributions in Aid of 

Accumulated Amortization of ClAC 

Construction 

Construction 

Customer Meter Deposits 
Deferred Income Taxes & Credits 
Deferred Assets 

- Plus: 
Unamortized Finance Charges 
Material and Supplies Inventories 
Prepayments 
Allowance for Working Capital 

Total Rate Base 

SUPPORTING SCHEDULES: 
Rebuttal 8-2 
Rebuttal B-5 

Original Cost Fair Value 
Rate base Rate Base 

$ 11,431,489 $ 11,431,489 
3,467,812 3,467,812 

$ 7,963,677 $ 7,963,677 

798,549 798,549 

1,686,943 
(743,613) 

1,686,943 
(743,613) 

45,636 45,636 - 

- 
28,755 
23,423 

28,755 
23,423 

S 6.228.341 6.228.341 
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1 
2 
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11 
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21 
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26 
27 

29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
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44 
45 
46 
47 
48 

28 

Gross Utility 
Plant in Service 

Less: 
Accumulated 
Depreciation 

Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Original Cost Rate Base Proforma Adjustments 

Exhibit 
Rejoinder Schedule 8-2 
Page 1 
Witness: Bourassa 

Rejoinder 
Adjusted Adjusted 

at at end 
End of of 

Test Year Adiustrnents Test Year 

10,737,093 694,396 $ 11,431,489 $ 

3,467,812 3,467,812 

Net Utility Plant 
in Service $ 7,269,281 $ 694,396 $ 7,963,677 

Less: 
Advances in Aid of 

Construction 798,549 798,549 

Contributions in Aid of 
Construction (CIAC) 1,686,943 1,686,943 

Accum. Amortization of CIAC (743,613) (743,613) 

Customer Meter Deposits 
Deferred Income Taxes 
Investment Tax Credits 

45,636 0 45,636 

Plus: 
Unamortized Finance Charges 
Material and Supplies Inventories 
Prepayments 
Allowance for Working Capital 

Total 

SUPPORTING SCHEDULES: 
Rejoinder 8-2, pages 2 

28,755 
23,423 

28,755 
23,423 

6,228,341 $ 5,533,945 $ 694,396 $ 
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Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Original Cost Rate Base Proforma Adjustments 
Adjustment #I 

Line 
- No. 
1 Post Test vear Plant 
2 
3 
4 
5 
6 
7 Difference 
8 
9 
10 Increase (Decrease) to Plant-in-Service 
1 1  
12 
13 SUPPORTING SCHEDULES 
14 
15 
16 
17 
18 
19 
20 

Post Test Year Plant per Rejoinder Filing 
Post Test Year Plant per Rebuttal Filing 

See Rejoinder Schedule B-2 Page 3a 

Exhibit 
Rejoinder Schedule B-2 
Page 3 
Witness: Bourassa 

$ 3,810,700 
3,116,304 

694,396 $ 

694,396 $ 



Avra Water Co-op 
Post Test Year Plant Invoice Summary 

Line 
No. 
1 Rudasill Reservoir (NARUC 305) 
2 Engineering/lnspection services 
3 Engineering/Resevoir Design 
4 Engineering 
5 Engineering/Survey Service 
6 Smith Steel Mfg. 
7 Civano Nursery 
8 Artic Cactus 
9 
10 
11 Engineering 
12 Engineering 
13 Engineering 
14 Tricon Contracting 
15 
16 

Rudasill12 Inch Main (NARUC 331) 

$ 10,877 
28,251 
23,500 
17,570 

241,360 
6,243 
1,679 

$ 1,781 
18,745 
3,812 

588,773 

17 12 Inch Main Sandario to Sanders (NARUC 331) 
18 Engineering CFPO Survey $ 7,875 
19 Engineering AZPDES Assistance 6,528 
20 Tricon Contracting 676,726 
21 
22 
23 
24 Engineering $ 245,779 
25 AZPDES Assistance 5,675 
26 P&H Contracting 1,814,749 
27 $ 
28 
29 Noel Booster Station Upgrade (NARUC 311) 
30 Engineering $ 109,519 

12 Inch and 16 Inch Main Organge Grove Pipeline (NARUC 331) 

31 CFPO Study/Engineering 1,260 
32 $ 
33 
34 Total Post Test Year Plant $ 3,810,700 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 

Exhibit 
Rejoinder Schedule 6-2 
Page 3a 
Witness: Bourassa 

329,479 WlFA LOAN 

61 3,111 RD LOAN 

691,129 RD LOAN 

2,066,202 RD LOAN 

11 0.779 RD LOAN 



Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 
Computation of Working Capital 

Exhibit 
Rejoinder Schedule 6-5 
Page 1 
Witness: Bourassa 

Line 
- No. 
1 
2 Operation and Maintenance Expense) $ 96,636 
3 Pumping Power (1/24 of Pumping Power) 6,605 
4 

Cash Working Capital (1/8 of Allowance 

Purchased Water Treatment (1/24 of Purc..ased Water) 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 SUPPORTING SCHEDULES: 
19 
20 

Total Working Capital Allowance Rejoinder 

Total Working Capital Allowance Requested 

Working Capital per Direct Filing 

Increase (Decrease) in Working Capital 

$ 103,241 

$ 

$ 

$ 

RECAP SCHEDULES: 
Rejoinder B-I 
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Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Income Statement 

Exhibit 
Rejoinder Schedule C 1  
Page 1 
Witness: Bourassa 

Revenues 
Metered Water Revenues 
Unmetered Water Revenues 
Other Water Revenues 

Operating Expenses 
Salaries and Wages 
Employee Pensions and Benefits 
Purchased Water 
Purchased Power 
Chemicals 
Material and Supplies 
Office Supplies and Expense 
Contractual Services - Engineering 
Contractual Services - Accounting 
Contractual Services - Legal 
Contractual SeM'ces - Other 
Water Testing 
Rents 
Transportation Expenses 
Insurance -Vehicle 
Insurance - General Liability 
Insurance - WoRers Comp. 

Adjusted Rejoinder Proposed Adjusted 
Book Adjusted Rate with Rate 

Results Adiustments Results lncreaSe - 
$ 1,287,685 $ - $ 1,287,665 $ 317,588 $ 1,605,273 

59,485 59,485 59,485 
$ 1,347,170 $ - $ 1,347,170 $ 317.580 $ 1,664,758 

$ 349,611 
62.091 

158,515 
4.529 

28,442 

5,602 
36,017 
13,246 
44,697 
17,430 
11,864 
67,841 
7,050 
2.169 
3.648 

- $ 349,611 
62.091 

156,515 
4.529 

28,442 

5,602 
36,017 
13.246 
44,697 
17,430 
11,864 
67,841 
7,050 
2,169 
3.648 

24 Insurance - Other 6.017 6,017 
25 Regulatory Commission Expense - R. 25.000 25.000 
26 Advertising Expense 
27 Water Resourse Conservation 
28 Bad Debt Expense 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

Miscellaneous Expense 
Depreciation Expense 
Taxes Other Than lnwme 
Properly Taxes 
Income Tax 

Total Operating Expenses 
Operating Income 
Other Income (Expense) 

Interest Income 
Other inwme 
Interest Expense 
Other Expense 

Total Other Income (Expense) 
Net Profit (Loss) 

SUPPORTING SCHEDULES: 
Rejoinder C-1, Page 2 
Rejoinder C-2 

2,447 
2,340 
3.782 

48,440 

30,823 
296,079 15,684 

104,589 500 

2,447 
2,340 
3,782 

48,440 
31 1,763 
30,823 

105,089 

$ 349,611 
62,091 

158.5 15 
4,529 

26,442 

5,602 
36,017 
13,246 
44,697 
17,430 
11,864 
67,841 
7,050 
2,169 
3,648 
6,017 

25,000 
2.447 
2.340 
3,782 

48,440 
31 1,763 
30,823 

105,089 

$ 1,332,270 $ 16,164 $ 1,348,454 $ - $ 1,348,454 
$ 14,900 $ (16,184) $ (1,284) $ 317,588 $ 316,304 

6.674 

(213,741) 

6,674 

(213,741) 

6,674 

(213,741) 

$ (207,067) $ - $ (207,067) $ - $ (207,067) 
$ (192,167) $ (16,184) $ (208,351) $ 317,588 $ 109,237 

RECAPSCHEDULES: 
Rejoinder A-1 

$ 628,067 
335,476 

$ 292,591 
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Line 
- No. 

1 
2 
3 Revenues 
4 
5 Expenses 
6 
7 Operating 
8 Income 
9 
10 Interest 
11 Expense 
12 Other 
13 Incornel 
14 Expense 
15 
16 Net Income 
17 
18 
19 
20 
21 
22 
23 Revenues 
24 
25 Expenses 
26 
27 Operating 
28 lnwme 
29 
30 Interest 
31 Expense 
32 Other 
33 Incornel 
34 Expense 
35 
36 Net Income 
37 
38 
39 
40 
41 
42 
43 Revenues 
44 
45 Expenses 
46 
47 Operating 
48 lnwme 
49 
50 Interest 
51 Expense 
52 Other 
53 Incornel 
54 Expense 
55 
56 Netlncome 

Avra Water Co-op, Inc. 
Test Year Ended August 31.2005 

Adjustments to Revenues and Expenses 

Exhibit 
Rejoinder Schedule C-2 
Page 1 
Wtness: Bourassa 

Adiustments to Revenues and ExDenSeS 
1 2 3 4 5 6 

Depreciation Property Intentionally Intentionally Intentionally Intentionally 
ExDenSe Taxes Left Blank Lefl Blank Lefl Blank Lefl Blank Subtotal 

15,684 500 16.184 

( I  5.684) (500) (1 6,164) 

(15,684) (500) (1 6,184) 

Adiustments to Revenues and ExDenSeS 
11 - 12 z 9 - 10 - 

Intentionally Intentionally Intentionally Intentionally Intentionally Intentionally 
Lefl Blank Lefl Blank Lefl Blank Lefl Blank Lefl Blank Lefl Blank Subtotal 

16,184 

(1 6,184) 

(1 6.1 84) 

Adiustments to Revenues and Expenses 
18 13 14 - 15 16 17 - 

Intentionally Intentionally Intentionally Intentionally Intentionally Intentionally 
Lefl Blank Left Blank Left Blank Left Blank Left Blank Lefl Blank Total 

(16,184) 

(16.1841 



Avra Water Co-op, Inc. 
Test Year Ended August 31,2005 

Adjustments to Revenues and Expenses 
Adjustment # I  

Exhibit 
Rejoinder Schedule C-2 
Page 2 
Wltness: Bourassa 

Line \ 

- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 

Account 
No. 
301 
302 
303 
304 
305 
306 
307 
308 
309 
31 0 
31 1 
320 
330 
331 
333 
334 
335 
336 
339 
340 
341 
342 
343 
344 
345 
346 
347 
348 

- Description 
Organization Cost 
Franchise Cost 
Land and Land Rights 
Structures and Improvements 
Collecting and impounding Res. 
Lake River and Other Intakes 
Wells and Springs 
infiltration Galleries and Tunnels 
Supply Mains 
Power Generation Equipment 
Electric Pumping Equipment 
Water Treatment Equipment 
Distribution Reservoirs & Standpipe 
Transmission and Distribution Mains 
Services 
Meters 
Hydrants 
Backflow Prevention Devices 
Other Plant and Miscellaneous Equipment 
Office Furniture and Fixtures 
Transportation Equipment 
Stores Equipment 
Tools and Work Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communications Equipment 
Miscellaneous Equipment 
Other Tangible Plant 

TOTALS 

Post Test Year Plant per 8-2 

WlFA and RD Loan Funded 
305 Collecting and Impounding Res. 
307 Wells and Springs 
311 Electric Pumping Equipment 
320 Water Treatment Equipment 
331 Transmission and Distribution Mains 

Total PTY Plant 

Retirements 
307 Wells and Springs 
31 1 Electric Pumping Equipment 

Less: Amortization of Contributions ~ Balance End of PI 

Adjusted Test Year Depreciation Expense Rejoinder Filing 
Adjusted Test Year Depreciation Expense Rebuttal Filing 

Increase (decrease) in Depreciation Expense 

Adjustment to Revenues andlor Expenses 

From 
Rebuttal 6-2 Adj. # 
Adjusted Post Test Year 

Plant Oriainal Cost - 
8,685 

1 13,026 
208,917 
36,949 

1,418,783 

417,795 
9,335 

1,110,699 
3,117,186 

471,158 
266,742 
27.244 

151,120 
113,217 

108,261 

41,656 

Intentionally Rejoinder 
Left Adjusted 
- Blank Oriainal Cost 

6.685 

113,026 
208.917 
36,949 

1,418,783 

417.795 
9,335 

1.1 10,699 
3,117,186 

471.158 
266,742 
27,244 

151,120 
113.217 

108,281 

41,656 

$ 7,620,790 $ - $  - $ 7,620,790 

315,000 14,479 329,479 

100,000 10,779 110,779 

2,701,304 600,667 3,301,971 
$ 3.118,304$ 625,925 $ - $ 3,742,229 

$ 3,116,304 $ 694,396 $ - $ 3,810.700 

$ 1.686.943 1.686.943 

.$ 1,666,943 $ - $  - $ 1,686,943 

Proposed 
Rates - 

0.00% 
0.00% 
0.00% 
3.33% 
2.50% 
2.50% 
3.33% 
6.67% 
2.00% 
5.00% 

12.50% 
3.33% 
2.22% 
2.00% 
3.33% 
8.33% 
2.00% 
6.67% 
6.67% 
6.67% 

20.00% 
4.00% 
5.00% 

10.00% 
5.00% 

10.00% 
10.00% 
10.00% 

Depreciation 
Expense 

6,957 
924 

47,245 

52,224 
31 1 

24,658 
62,344 
15,690 
22,220 

545 

10,060 
22,643 

5,414 

4,166 

$ 275,419 

2.22% $ 7,314 
3.33% 
12.50% 13,847 
5.00% 
2.00% 66,039 

$ 87,201 

0.00% $ 88.571 

3.33% $ 
12.50% 

$ 

3.10% $ (52,227) 

$ (52,227) 

$ 311,763 
2 9 6,O 7 9 

$ 15.684 

$ 15,684 



1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

Test Year Ended August 31,2005 
Adjustment to Revenues and Expenses 

Adjustment Number 2 

Rejoinder Schedule C-2 
Page 3 
Witness: Bourassa 

Line 
- No. 

Adiust ProDetW Taxes to Reflect ProDosed Revenues: 

Adjusted Revenues in year ended 08/31/2005 
Adjusted Revenues in year ended 08/31/2005 
Proposed Revenues 
Average of three year's of revenue 
Average of three year's of revenue, times 2 
Add: 
Construction Work in Progess at 10% 
Deduct: 
Book Value of Transportation Equipment 

Full Cash Value 
Assessment Ratio 
Assessed Value 
Property Tax Rate 

Property Tax 
Tax on Parcels 

Total Property Tax at Proposed Rates Rebuttal 
Property Taxes per Direct Filing 
Change in Property Taxes 

Adjustment to Revenues and/or Expenses 

$ 1,347,170 
1,347,170 
1,664,758 

$ 1,453,033 
$ 2,906,065 

$ 

113,217 

$ 2,792,848 
23.50% 

656,319 
15.9722% 

104,828 
: 261 

$ 105,089 
104,589 

$ 500 

$ 500 



Avra Water Co-op, Inc. Exhibit 
Rejoinder Schedule C-3 
Page 1 
Witness: Bourassa 

Test Year Ended August 31,2005 
Computation of Gross Revenue Conversion Factor 

Percentage 
of 

Incremental 
Line Gross 
No. Description Revenues - 
1 Federal Income Taxes 0.00% 
2 
3 State Income Taxes 0.00% 
4 
5 Other Taxes and Expenses 0.00% 
6 
7 
8 Total Tax Percentage 0.00% 
9 
10 Operating Income % = 100% - Tax Percentage 100.00% 
11 
12 
13 
14 
15 1 = Gross Revenue Conversion Factor 

17 
18 SUPPORTING SCHEDULES: RECAP SCHEDULES: 
19 Rejoinder A-1 
20 

16 Operating Income % 1 .oooo 
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. 

Noel Booster Station Upgrade Project# 0481 -24 

Engineering 
Inv # Date Amount Date Paid Invoice Total 

48 1 2400 1 1 2/16/2005 $4,9 1 0.50 
48124002 1/19/2006 $2,250.00 
48124003 2/21/2006 $4,500.00 

2/21 12006 $39.70 
48124004 3/17/2006 $2,250.00 

311 7/2006 $40.00 
48124005 4/20/2006 $9,000.00 

4/20/2006 $1,504.1 1 
4/20/2006 $397.75 

481 24006 511 9/2006 $6,750.00 
5/19/2006 $2,846.25 
5/19/2006 $1,614.50 
511 9/2006 $1,483.50 

48124007 6/15/2006 $9,000.00 
6/15/2006 $43.50 
6/15/2006 $1,219.50 

48124008 7/20/2006 $1 1,250.00 
7/20/2006 $1,333.70 
7/20/2006 $293.25 
7/20/2006 $13,340.94 

48124009 8/17/2006 $822.02 
811 7/2006 $8,5 1 9.58 

48124010 9/20/2006 $846.06 
9/20/2006 $3,992.00 

4812401 1 10/19/2006 $3,051.72 
10/19/2006 $6,006.50 

48124012 11/15/2006 $3,125.1 1 
11/15/2006 $2,026.75 

481 2401 3 1 211 4/2006 $2,3oO.00 
12/14/2006 $955.82 

48124014 1/11/2007 $3,450.00 

1 /3/2006 
1 /26/2006 
3/10/2006 
311 OM006 
3/27/2006 
3/27/2006 
5/12/2006 
5/12/2006 
5/12/2006 
5/30/2006 
5/30/2006 
5/30/2006 
5/30/2006 
7/3/2006 
7/3/2006 
7/3/2006 
8/7/2006 
8/7/2006 
8/7 1’2006 
8/7/2006 
9/7/2006 
9/7/2006 

10/19/2006 
10/19/2006 
1 1 /6/2006 
1 1 /6/2006 
12/4/2006 
12/4/2006 
1/2/2007 
1 /2/2007 

1/29/2007 

$4,910.50 
$2,250.00 

$4,539.70 

$2,290.00 

$10,901.86 

$12,694.25 

$1 0,263.00 

$26,217.89 

$9,341.60 

$4,838.06 

$9,058.22 

$5,151.86 

$3,255.82 

1/11/2007 $356.06 1/29/2007 $3,806.06 
Project# 048.24 Total $109,518.82 

Project# 0481 3 2  
CFPO StudyEngineering 

Inv # Date Amount Date Paid Invoice Total 
48132001 1/10/2007 $720.00 1/29/2007 $720.00 
481 32002 2/l a2007 $540.00 $540.00 
Project# 048.32 Total $1,260.00 
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3 

I Engineeringllnspection Services 
Inv # Date Amount Date Paid Invoice Total 

/ p D % ’ ~ ~  ’ [gap#3=6 
48124001 2/7/2004 $490.00 3/5/2004 $490.00 rf 

Rudasill Reservoir Replacement Project# 0481 -20 

481 24002 3/31 12004 
3/31 12004 

48124003 4/28/2004 
4/28/2004 

481 24004 5/28/2004 
48124005 7/23/2004 

7/23/2004 
481 24006 8/24/2004 
48124007 9/17/2004 
Project #0481-20 Total 

$1 ,960.00 
$154.00 

$2,450.00 
$192.50 

$3,430.00 
$980.00 
$564.41 
$490.00 
$1 66.00 

\ t  
4/9/2004 
4/9/2004 $2,114.00 
5/7/2004 
5/7/2004 $2,642.50 ’‘ 

6/14/2004 $3,430.00 
8/2/2004 

\ \  8/2/2004 $1,544.41 
9/3/2004 $490.00 ‘‘ 

10/1/2004 $166.00 
r 

$f0,876.91 -- @a i&3iCe5 

Project# 0481 -1 6 
En g i nee ri nglReservoi r Design 

Inv # Date Amount Date Paid Invoice Total d d  O O - p W ~  
48116001 11/18/2003 $5,460.00 12/5/2003 $5,460.00 @@ s4cfm , r @ l /  

‘ 7  48116002 12/23/2003 $8,190.00 1/12/2004 $8,190.00 1 

481 16003 1/14/2004 $4,550.00 1/30/2004 
1/14/2004 $3,105.29 1/30/2004 t i  
1/14/2004 $749.75 1/30/2004 $8,405.04 

2/27/2004 $4,166.85 3/5/2004 $6,195.63 
481 16004 2/27/2004 $2,028.78 3/5/2004 / I  

Project #O481-20 Total $28,250.67 .- /J 9 ,+.-dot C-d 

Engineering 

6 $ 6 7  
Inv # Date Amount Date Paid Invoice Total 

any 2?>5 3.* 7/31/2004 $3,092.17 $23,500.00 
$23,500.00 

EngineeringlSurvey Service 
Inv # Date Amount Date Paid Invoice Total 4Rmc~14Kl &.&Q 

7/31/2004 $17,570.00 $17,570.00 hcp 

\ 



Smith Steel Mfg. 
Inv # Date Amount Date Paid Invoice Total 
827 2/25/2004 $66,850.9 1 $66,850.91 &? l8  

837 3/25/2004 $47,403.00 $47,403.00 i;:v 
863 4/22/2004 $56,442.34 $56,442.34 
890 5/20/2004 $45,886.46 $45,886.46 a ‘ ‘ ’ 
91 0 6/23/2004 $12,709.29 $12,709.29 4’ ’? 

7/20/2004 $12,068.00 $12,068.00 2 ‘y 
$241,360.00 

Civano Nursery 
Inv # Date Amount Date Paid Invoice Total 

2 . N  I ”  61 173 10/16/2006 $6,242.56 $6,242.56 
$6,242.56 

Arctic Cactus 
Inv # Date Amount Date Paid Invoice Total 

1/22/2004 $1,679.00 $1,679.00 *’ 
$1,679.00 
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I , 

.. 

- 0 Cartro t o n s u l t i n q  p n q i n p p r r  Engineering,,,, a n d  s u r v r y o r s  

‘ t  

August 01,2004 

Chris Ward 
A m  Water Co-op 
1 182 1 W. Picture Rocks Road 
Tucson, AZ 85743 

Invoice Number: 6207 
Project: AVRAOOl 

INVOICE SUMMARY: 
Total This Month’s Invoice $3,092.17 
Outstanding Receivable $0.00 

TOTAL DUE & PAYABLE $3,092.1 7 

Design & Survey for Approx. 6,000LF of 12-in water main (Rudasill Pipeline) 
----- - ____ - ~--- 

Professional Services for the Perio 6 : 7/1/2004 to 7/31/2004 ] 
-------- -_-- \ 

/Phase Phase Fee % Cornolete Fee Earned Prior Billing 

$23,500.00 98% $23,030.00 $21,855.00 .f, 
Engineering Services 
Survey Services 

41,070.00 40,600.00 39,425.00 $1,175.00 

Total This Billing Group: 

BG5 - Additional Landscape Architectural Services-North Side of Rudasill Road 
.- 

Contract Amount: 
44 31 Percent Complete: 

$1,175.00 L-” 

$500.00 
50.00% 
$250.00 
$0.00 

J 
Current Fee Total: $250.00 

3 5 8 0  W e s t  I n a  R o a d  - S u i t e  2 0 0  - Tucson,  A Z  8 5 7 4 1  - P h o n e  ( 5 2 0 )  2 9 3 - 2 5 5 0  - Fax  ( 5 2 0 )  2 9 3 - 2 1 1 5  2 4  
An e q u a l  employment  o p p o r t u n i t y  e m p l o y e r  



* *  

CASTRO ENGINEERING COW Invoice: 6207 

Project AVRAOOl August 0 1.2004 

Page 2 of4 

BG2 - Direct Expenses 

Contract Maximum: 

Previous Billings Against Maximum: 

Current Billings Against Maximum: 

Balance After This Invoice: 

Direct Expenses 
VendoriExDense 

Courier Services 

Printing 

Subconsultant - Direct Expense 

Total This Billing Group: 

$3.000.00 

$934.18 

$67.17 y‘’ 

$1.998.65 

chargp 
$13.23 

$26.58 

$27.36 

$67.17 



CASTRO ES‘GINEERZNG COW Invoice: 6207 

Project: A W O O  1 August 0 1,2004 
Page 3 O f  4 

BG3 - Additional Services - NPPO Plans for Rudasill Road Waterline 

Contract Amount: 
Percent Complete: 
Fee Earned: 

Prior Fee Billings: 

Current Fee Total: 

$2.900.00 
86.21% 

$2.500.00 
$1.900.00 

$600.00 L-” 



* *  

CASTRO ENGINEERING CORP Invoice: 6207 

Project: AVRAOO 1 August 0 1,2004 
Page 4 of4 

BG4 - Landscape Architectural Services, Van Ark Road Waterline 

Contract Amount: 

Percent Complete: 

Fee Earned 
Prior Fee Billings: 

$2.000.00 
50.00% 

$1 .ooo.oo 
$0.00 

Current Fee Total: $1.000.00 J 

‘Total This Months Invoice 

Outstanding Receivable 

$3,092.17 

$0.00 

TOTAL DUE & PAYABLE $3,092.17 

PLEASE REVIEW THIS INVOICE PROMPTLY AND NOTIFY CASTRO ENGINEERING COW OF ANY 
OBJECTION THERETO WITHIN TEN DAYS OF THE INVOICE DATE. ABSENT SUCH OBJECTION IN 
WRITING W I T ”  TEN DAYS, THIS INVOICE S H A U  BE DEEMED PROPER AND ACCEPTABLE. 

THANK YOU. 

Aged Receivables: 

Current 3 1-60 Daw 6 1-90 Davs 9 1 - 120 Davs > 120 Davs 

$3,092.17 $0.00 $0.00 $0.00 $0.00 



* .  

2/25/2004 

Smyth's Steel Manufacturing 

4010 E. IIlinois Street 
Tucson, AZ 85714 

827 

Invoice 

L 
AVRA WATER CO-OP 
1 182 1 W PICTURE ROCKS ROAD 
TUCSON, AZ 85743 

DATE I INVOICE# 

P.O. NO. TERMS PROJECT I 

BILL TO I 

NET 30 481.16 400-500K RESERVOIR 

QUANTITY RATE DESCRIPTION 

RudasillO.5 MG Reservoir Replacement 
AMOUNT 

Progress Billing I 1 66,850.91 I 66,850.91 

Total $66,850.91 

a .* 



Smyth’s Steel Manufacturing 

4010 E. Illinois Street 
Tucson, A 2  85714 

P.O. No. 

Bill To 

AVRA WATER CO-OP ’ 

1 1821 W PICTURE ROCKS ROAD 

Terms Project 

Quantity 

invoice 

Description 

Rudasil10.5 MG Reservoir Replacement 

Progress Billing 

Installment #2 = $52,670.00 
Less 10% Retention = ($5,267.00) 

I Date I invoice# 

3/25/2004 837 I I 

I 1 481.16 

wciate your business! 

I 400-500K RESERVOIR NET 30 
I 
I 

Rate 

47,403.0C 

Amount 

47,403.00 

Total $47,403.00 

* 



Smyth's Steel Manufacturing 

4010 E. Illinois Street 
Tucson, AZ 85714 

T 

Terms Project P.O. No. 

481.16 NET 30 400-500K RESERVOIR 

Bill To I 

Quantity 

AVRA WATER CO-OP 
1 1821 W PICTURE ROCKS ROAD 
TUCSON, AZ 85743 

Rate Amount Description 

Rudasil10.5 MG Reservoir Replacement 

Progress Billing 56,442.34 56,442.34 

Installment #3 = $56,442.34 

Invoice 
Invoice # 

4/22/2004 

.p te  your business! 

Total $56,442.34 



S myth's S tee1 Manufacturing 

4010'E. Illinois Street 
Tucson, AZ 85714 

P.O. No. 

481.16 

Invoice 

T e n s  Project 

NET 30 400-500K RESERVOIR 

Invoice # 

5t20l2004 

45,886.46 

Bill To 

AVRA WATER CO-OP 
I 1821 W PICTURE ROCKS ROAD 
TUCSON, AZ 85743 

45,886.4( 

Quantity Description 

Rudasil10.5 MG Reservoir Replacement 

Progress Billing 

Installment #4 = $45,886.46 

Rate 
~~ 

Amount 

2 appreciate your business! 
I 1 Total 

~~ 

$45,886.46 



~. 

+ Smyth's Steel Manufacturing 

P.O. No. 

481.16 

, .. . \ '  

4010 E. Illinois Street 

Terms Project 

, 
Tucson, AZ 85714 

1 1821 W PICTURE ROCKS ROAD 
TUCSON, AZ 85743 

/ .  

Quantity 

. .  , ... 
. .  .: .. " , : j  . ,. , . . . . . . - 

Invoice 
Invoice # 

6/23/2004 I 

NET 30 I 400-500K RESERVOIR 

Description 

iudasill 0.5MG Reservoir Replacement 

>rorbg;ess Billing . 

nstallment #5 = $12,709.29. .~ 

..I .. 

I .  

~~ 

We appreciate your business! 

Rate 

1 2,709.29 

Amount 

12,709.29 

Total ' $12,709.29 



APPLICATION FOR PAYMENT NO. 

To: Air* u&~s/ eJ+/ (OWNER) 
From: 9% J+&?/ f i n& /& f& / / / 7 .5 ,  / KJ c . (CONTRACTOR) 
Contract: . 

I 

Project: Xh /lb/,- 'i/ 0 .Xmc /? P J e r  /04 4p.B C & C : F & f P f , t  

OWNER'S Contract No. ENGINEER'S Project NO. /6 
For Work accomplished through the date of: 6 - 3 b  --Of 

1. 
2. 
3.  
4 .  
5 .  

6.  
7. 
8. 

Original Con&act Price: 
Net change by Change Orders and Written Amendments (+ or -): 
Current Contract Price (1 plus 2): 
Total completed and stored to date: 
Retainage (per Agreement): p ~ o  

2% of complete Work $ /2*&2 8. CKJ 

-- % of stored material: $ 

Total Retainage: 
Total completed and stored to date less rerainage (4 minus 5) :  
Less previous Application for Payments: 
DUE THIS APPLICATION (6 MINUS 7): 

f 

Accompanying Documentation: 

CONTRACTOR'S Certification: 

The undersigned CONTRACTOR certifies that (1) all previous progress payments received from OWNER on 
account of Work done under the Contract referred to above have been applied on account to discharge 
CONTRACTOR'S legitimate obligations incurred in connection with Work covered by prior Applications for 
Payment numbered I through 5 inclusive; (2) title'.of all Work, materials and equipment incorporated in said 
Work or otherwise listed in or covered by this Application for Payment will pass to OWNER at time of payment 
free and clear of all Liens, security interests and encumbrances (except such as are covered by a Bond acceptable to 
OWNER indemnifying OWNER against any such Lien, security interest or encumbrance); and (3) all Work covered 
by this Application for Payment is in accordance with the Contract Documents and not defective. 

Dated 6 -633-Oq 0 L.  

By: '=A% 

State of /wn4 

Subscribed and sworn to before me this 
County of P I  4.L A 

I 

My Commission expires: 

Payment of the above AMOUNT DUE THIS APPLICATION is recommended. 

Dated 3-27 - aY C W  Ahf P .P-flCfk? CIFX T # C .  
ENGINEER 

By: x. -1 I 

Q ,Tcrcpixcs\BID DOCStBID DOC FORhtSApp for Payment doc 660- 1 



, I 
APPLICATION FOR PAYMENT NO. ’6 

To: / t d r a  L&fp, rO--op (OWNER) 

From: ,$-~,?k sf-@ a/  &2 JI d& c.fL~‘  /kc /O L . (CONTRACTOR) 
Contracr: 
Praject: /Z,L< L/& 1 
OWNER’S Contract No. 
For Work accomplished through the date of: 7 -3/-uL/ . 

b.5 j-lQ J & J e r r / o 1  i‘ /.?@PC& L P U @ < f  

-ENGINEER’S Project No. LfQL /6 

1. 
1. 

4. 

- >. 

3 .  

6. 
7. 
8. 

Original Contract Price: $ 25q 3d7d-0CJ 

Net change by Change Orders and Written Amendments (f or -): 
Current Contract Price ( I  plus 2): $ 4#/ ,  3 4 0 . C J O  
Total completed and stored to date: $ G q / *  3 & d J a . c r . )  

# $ 

Re tai nage (per Agree men t) : 
- % of completed Work: $ 

% of stored inaterial: - $  
Total Retainage: $ 4 3  

Total completed and stored to dote less retainage (4 minus 5) :  $ J4/, j&O. or . ’  

Less previous Application for Payments: $ Jag7.  G?$o?.u;2 
I 

DUE.THIS AYPLlCATlON (6  MINUS 7): $ )J O & 8 . G O  

Accompanying Documentation: 

CONTRACTOR’S Ccrtitic a t’ 1011: 

The undcrsipned CONTIL4CTOR certifies that (1) all previous progress payments received from OWNER on 
account of Work done wider the Contract referred to above have been applied on account to discharge 
CONTRACTOR’s IegitiJiiote obligations incurred in connection with Work covered by prior Applications for 
Payinent numbered 1 tlirough 6 inclusive; (2) title of all Work, materials and equipment incorporated in said 
Work or otherwise listed in or covered by this Application for Payment will pass to OWNER at time of payment 
free and clear of all Liens, security interests and encumbrances (except such as are covered by a Bond acceptable to 
OWNER indemnifying OWNER against any such Lien, security interest or encumbrance);. and (3) all Work covered 
by this Application for Payment is in  accordance with the Contract Documents and not defective. 

Cuunty of 
Subscribed and sivurn to bet’ore iiie this 

xly Commission expires: 74 0 2 ~ ~ 2 f i  

Mv Cornmission EXPiFeS I 
IJayment of the above AMOUNT DUE THIS APPLICATION is recommended. 

U t  
%“E, 

Dated -/e-b4 h l E W ~ A , v n .  &SOUR 

By: -- 

Q UobA?17.64V.pp Cor PaymaiiLdOc 660- 1 

I 





_ _  . _ _  . . ._ .-- 

e \ Cactus Removal * Relocatlon Sales %L 
D Doug Parks OIRce/Fax: (520) 616.7086 

6225 N. Sandario Mcbile:XSO-P,73 LSW~ A Z . W N 3  
Tucson. A285743 Email: dparksl7f?@pl.com &82-733! 
Delivery Date: TAX ID # 

CE AMOUNT 

* 
7- (75'" 
7- 
3 

h qoeliiy plan$ w~ caring, pmfmdonal instellation 
@e price. we take thne to propedjr ed&Ek our 
n hew to Wter and care for fhelr new piam to insure 
rults a d  Long life. For 1 year after ifStalt8tiafl. we Offer 
' lor pml toss for sofb I: orlglnai cost. Thls keeps us 
'ad In yarr plaiKo health 45 31x43 as yw notice any 
:ttsnge b a palticular plant, give us a e&. 
i: W #Orplace boulders or rock ot any kind with 

in 8 Inches of base. Do NOTwaer saguaro for 2 
weeks afler ptantIng. then, w a r  exacftjzs 

SUBTOTAL 

DEUVEFLY 

have read end undersland the sals poky pin id  on this invaice. 

Signature 

mailto:dparksl7f?@pl.com


3 
I Rudasill 12" Project# 0481 -1 7 

Inv # Date Amount Date Paid Invoice Total 
5910 2/1/2004 $235.00 /16 3 3 &  $235.00 -'J 
5925 3/1/2004 $18,510.00 4% 3.3 $18,510.00 

I $1 8,745.00 ./'I. 3 -4 
Project# CO481-26 

Inv # Date Amount Date Paid Invoice Total E 

1-509 11/15/2006 $1,200.00 12/4/2006 $1,200.00 - ' 
2-536 la1 312006 $950.00 1 /2/2007 $950.00 - 1 '  1 (  I (  I (  I (  

$712.50 - J?t/& q,$ ( & $ k b k t ~ . .  $ELI" h ti'vL'c'e 
I / I  1 I 

1-508 11/15/2006 $712.50 12/4/2006 
i t  

3-562 1/18/2007 $950.00 1/26/2007 $950.00 
Project# CO481-26 Total $3,812.= - hsc ; h . L l ~ ~ L ~ ~ ~  

Tricon Contracting, Inc. 
Inv # Date Amount Date Paid Invoice Total 

9/5/2006 $106,240.00 1.3.b $106,240.00 
11/14/2006 $188,139.00 p 8 3 \ 7  
12/1 3/2006 $280,746.00 p , 20 'i: 
1/26/2007 $13,648.00 8 . 3 . 9  

$1 88,139.00 J 
$280,746.00 J 
$13,648.00 J 

$588,773.00 8 J 



8 
0 



far t o n s u l t i n q  tro e n g i n e r r s  Engineering,,,, a n d  s u r v t y o r s  

February 01,2004 

Chris Ward 
Avra Water Co-op 
1 182 1 W. Picture Rocks Road 
Tucson, AZ 85743 

Invoice Number: 5910 
Project: AVRAOOl 

INVOICE SUMMARY: 
Total This Month's Invoice $235.00 
Outstanding Receivable $0.00 

TOTAL DUE & PAYABLE $235.00 

Design & Survey for Approx. 6,000LF of 12-in water main (Rudasill Pipeline) 

Prdessionai Services for the Period: 1/1/2004 to 1/31/2004 

Phase Phase Fee % Comolete Fee Earned Prior Billing Current Fee 

Engineering Services $23,500.00 1% $235.00 $0.00 $235.00 
Survey Services $17,570.00 0% $0.00 $0.00 $0.00 

41,070.00 235.00 0.00 $235.00 

Total This Month's Invoice $235.00 

Outstanding Receivable 

TOTAL DUE & PAYABLE 

$0.00 

$235.00 .J 

PLEASE REVIEW THIS INVOICE PROMPTLY AND NOTIFY CASTRO ENGINEERING C O W  OF ANY 
OBJECTION THERETO WIT" TEN DAYS OF THE INVOICE DATE. ABSENT SUCH OBJECTION IN 
WRITING WITHIN TEN DAYS, THIS INVOICE SHALL BE DEEMED PROPER AND ACCEPTABLE. 

THANK YOU. 

Aged Receivables: 

Current 31-60 Davs 61-90 Daw 91-120 Davs > 120 Davs 

$235.00 $0.00 $0.00 $0.00 $0.00 

3 5 8 0  W e s t  I n a  R o a d  - Suite 2 0 0  - Tucson,  82: 85721 - P h o n e  ( 5 2 0 )  2 9 3 - 2 5 5 0  - Fax ( 5 2 0 )  2 9 3 - 2 1 1 5  
An e q u a l  e m p l o y m e n t  o p p o r t u n i t y  e m p l o y e r  

3,Z-q$ L) 



? Car tro Engineering,,,, 
c o n s u l t i n g  e n g i n e e r s  a n d  s u r v p y o r s  

March 0 1,2004 

Chris Ward 
Avra Water Co-op 
1 1821 W. Picture Rocks Road 
Tucson, AZ 85743 

Invoice Number: 5925 
Project: AVRAOOl 

INVOICE SUMMARY: 
Total This Month's Invoice $18,547.82 
Outstanding Receivable $0.00 

TOTAL DUJ2 & PAYABLE $18,547.82 

Design & Survey for Approx. 6,000LF of 12-in water main (Rudasill Pipeline) 

Professional Sewices - for the Period: 2/1/2004 to 2/29/2004 

&&e 

Engineering Services 

Survey Services 

Phase Fee % Comalete Fee Earned Prior Billing Current Fee 

$23,500.00 5% $1,175.00 $235.00 $940.00 

$17,570.00 100% $17,570.00 $0.00 $17,570.00 

4 1,070.00 18,745.00 235.00 $18,510.00 

Direct Expenses 
VendorlExuense 

Printing 

Total This Billing Group: $183 10.00 

Contract Maximum: $3,000.00 
;:Ti4 1 

2 L- -I. .,-.-- -- Previous Billings Against Maximum: $0.00 

Current Billings Against Maximum: $37.82 

Balance After This Invoice: $2,962.18 

Total This Billing Group: 

Charge 

$37.82 

$37.82 

3 5 8 0  W e s t  i n a  R o a d  - S u i t e  200 - Tucson,  A Z  8 5 7 4 1  - P h o n e  ( 5 2 0 )  2 9 3 - 2 5 5 0  - F a x  ( 5 2 0 )  2 9 3 - 2 1 1 5  
An e q u a l  e m p l o y m e n t  o p p o r t u n i t y  e m p l o y e r  3 1 3  J q 



> 

' CASTRO ENGINEERING CORP Invoice: 5925 

Project: AVRAOOI March 01,2004 
? 

Page 2 of 2 

Total This Month's Invoice $18,547.82 

Outstanding Receivable $0.00 

$18,547.82 TOTAL DUE & PAYABLE 

PLEASE REVIEW THIS INVOICE PROMPTLY AND NOTIFY CASTRO ENGINEERING CORP OF ANY 
OBJECTION THERETO WI" TEN DAYS OF THE INVOICE DATE. ABSENT SUCH OBJECTION IN 
WRITING WIT" TEN DAYS, THIS INVOICE SHALL BE DEEMED PROPER AND ACCEPTABLE. 

THANK YOU. 

Aged Receivables: 
Current 31-60 Daw 61-90 Days 91-120 Davs > 120 Davs 

$18,547.82 $0.00 $0.00 $0.00 $0.00 
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' Form RD 192618 
' (Rev.697) RURALDEVELOPMEKT 

 STATESDE DEPARTMENT OF AGRICULTURE 

FARMSERVICEAGENCY 

"g"""pgm 
481 a >3 

PARTIAL PAYMENT ESIlMATE NO. 

PAR"IALPAYMENTEsTIlMATE 

' Form RD 192618 
' (Rev.697) RURALDEVELOPMEKT 

 STATESDE DEPARTMENT OF AGRICULTURE 

FARMSERVICEAGENCY 
one 

PAGE 1 of 2 

"g"""pgm 
481 a >3 

PARTIAL PAYMENT ESIlMATE NO. 

OWNER: CoKFRAcTOR- 

Avra Water-Budasill 12. C-Zone WatermkiP Trim Contracting, Inc. 

WNTRACTCHANGEORDERSUMMARY 

PERIOD OF ESTIMATE 

08-29-06 TO 09-01-06 

_,./-5o. 00 $0.00 

.?j- $0 * 00 $0 .00  

i.Origin;lrContrad $605,426.00 

$605,426.00 

2. change orders $0.00 

4.worlccompleted- $0.00,  

3.RevisedConlra~t(1+2) - 

5. Stored Materials' _ _  $111,832.00 
6. Subtotal (4 + 5) $111,832.00 

7. Retainage' $5,592.00 

8. Previous Payments $0.00 

$106,240.00 9. Amount Due (6-7-8) 
*DcMledbreakdownaaached 

CONTRACT TIME 

I I 
120 

08-29-2006 

12-24-2006 

Q-b- (dap) 
Revbd 0 onschedule E l v e s  StarSngDatI? 

R- ** 120 OM lw=kd-- . -  
- -- 

By 
Date 9hlBb 

/ 

Date 

,/ . .._ 
! 



11/14/2006 15:44 FAX 5203845207 C A N O N F A X  

.. ... ~ 

@i002/003 



PARTIAL PAYMENT ESTIMATE 

c 

CONTRACT NO. 

PARTIAL PAYMENT ESTIMATE NO. 
481  -s FOIIII RD 1924-18 LJNlTED STATES DEPARTMENT OF AGRICULTLTRE 

F A R M  SERVICE AGENCY 
(Rw. 6-97) RURALDEVELOPMENT 

OWNER: 

CONTRACT CHANGE ORDER SUMMARY 

CONTRACTOR PERIOD OF ESTIMATE 

Agency Approval 
Date 

No. 

Avra Water - Rudasill 12”  C Zone I -icon Con t rac t i ng ,  Inc. 
I 

TOTALS 
NET CHANGE 

FROM 10-24-06 T o  1 2 - B O 6  
I e. 

Amount 

Addifions I Deductions 

$0.00 

$ 0 . 0 0  

$ 0 . 0 0  

$ 0 . 0 0  

CONTRACT TIME 

Orieid (days) 120 

Revised 0 

Remaining .Ua 23 

2. 
1. Original Contract ---.----_-_ 

3. Revised Contract (1 + 2) .______- 
4. Work Completed. _.-_______-___..._ 
5. Stored Materials’ ____________._ ~ 

6. Subtotal (4 + 5) .------...--.----- 

$6@, 425. oo 
2. Change Orders ,._________.___l___l - r @ x . o o  

$60/, 426.00 

$493,563.00 

$493,563.00 

7. Retainage. --------..-------..-_. $24,678.00 

6. Previous Payments .--__ __ -_______. $188,139.00 

$280,746.00 9. Amount Due (6-7-8) 
* Detailed breahdmn attached 

__.__-.__ _.__. 

On Schedule 

CONTRACTOR’S CERTIFICATION: 
The undersigned Contractor certifies that to the best of their 
knowledge. information and belief the work covered by this 
payment estimate has been completed in accordance with 
the contract documents, that all amounts have been paid by 
the contractor for work for which previous payment estimates 
was issued and payments received from the owner, and that 
current payment shown herein is now due. 

08-29-2006 

0 NO PIojededCompktion 12-24-2006 
Yes I StartingDate 

I 
ARCHITECT OR ENGINEER’S CERTIFICATION: 

The undersigned certifies that the work has been carefully 
inspected and to the best of their knowledge and belief, the 
quantities shown in this estimate are correct and the work has 
been performed in accordance with the contract documents. 

APPROVED BY OWNER: 
ACCEPTED BY AGENCY: 

The review and acceptance of this estimate does not attest to 
the correctness of the quantities shown or that the work has 
been performed in accordance with the contract documents. 



Avra Water - Rudasill 12'' C Zone 
Tsicw Contracting, mc. F W  12-01-06 TO 02-03-07 

$0 - 04 
SO. 04 

I I 

T i  
- "  



8" & 16'' Orange Grove Pipeline 

Engineering 
lnv ## Date Amount Date Paid Invoice Total 

Project# 0481 -23 

48123001 2/25/2005 
2/25/2005 

481 23002 3/25/2005 
3/25/2005 
3/25/2005 
3/2 512 005 

48123003 4/22/2005 
4/22/2005 
4/22/2005 

48123004 5/26/2005 
5/26/2005 
5/26/2005 
5/26/2005 

48123005 6/17/2005 
6/17/2005 
6/17/2005 
6/17/2005 

48123006 7/22/2005 
7/22/2005 
7/22/2005 
7/22/2005 

481 23007 8/26/2005 
8/26/2005 
8/26/2005 

481 23008 9/22/2005 
9/2q005 
9/22/2005 
9/22/2005 

48123009 10/25/2005 
10/25/2005 
10/25/2005 
10/25/2005 

48123010 11/18/2005 
1 1/18/2005 
11/18/2005 

4812301 1 12/16/2005 
12/16/2005 
1 211 6/2005 

48123012 1/19/2006 
1 /19/2006 
1/19/2006 
1 /19/2006 

48123013 2/21/2006 
2/2 1 Q006 
2/2 1 BO06 
2/2 112006 

$4,800.00 3( 3/4/2005 
$1 9,952.50 3/4/2005 
$9,600.00 x 4/1/2005 

$13,506.36 4/1/2005 
$168.00 4 4/1/2005 
$1 12.003( 4/1/2005 

$9,600.001 5/5/2005 
$3,301.1 3 5/5/2005 

$280.00d 5/5/2005 
$9,617.70 6/9/2005 

$280.00 6/9/2005 
$481.25$ 6/9/2005 

$2,663.80 6/9/2005 
$9,600.00 6/24/2005 
$6,135.00 ' 6/24/2005 

$100.754 6/24/2005 
$1,786.83) 6/24/2005 
$4,800.00 d 8/3/2005 
$2,109.25 3' 8/3/2005 

$165.75 d 8/3/2005 
$1,221 .OO 4 8/3/2005 

$108.00 9/2/2005 
$3,630.25 4 9/2/2005 

$422.50 31 9/2/2005 
$9,600.00 10/6/2005 
$2,087.65 ' 10/6/2005 
$2,011.25 10/6/2005 

$357.504 10/6/2005 
$9,600.00 5 11/14/2005 
$3,699.13 11/14/2005 
$1,934.75$! 11/14/2005 
$1,369.74 11/14/2005 
$4,800.00$ 11/29/2005 
$1,421.36 11/29/2005 

$3,844.29 d 1/3/2006 
$196.00 $ 1/3/2006 

$1,568.50 1/3/2006 
$4,800.00 J 1/26/2006 

$758.50 1/26/2006 
$826.75 1/26/2006 ' 1/26/2006 r' 3/10/2006 
$363.975 3/10/2006 
$844.25 3/10/2006 
$465.00 3/10/2006 

$2,724.50 s! 11/29/2005 

$24,752.50 

$23,386.36 

$13,181.13 

$1 3,042.75 

$17,622.58 

$8,296.00 

$4,160.75 

$14,056.40 

$1 6,603.63 

$8,945.86 

$5,608.79 

$10,154.75 

$6,473.22 



48123014 3/17/2006 
3/17/2006 
3/17/2006 

4812301 5 4/20/2006 
4/20/2006 
4/20/2006 
4/20/2006 
4/20/2006 

481 2301 6 5/19/2006 
5/19/2006 
5/19/2006 

481 2301 7 611 5/2006 
48123018 7/20/2006 
48123019 8/17/2006 

8/17/2006 
48123020 9/20/2006 

9/20/2006 
48123021 10/19/2006 

1011 9/2006 
481 23022 I 1 / I  5/2006 
48123023 12/14/2006 

$4,800.00 J 3/17/2006 
$79.08 J 3/17/2006 

$140.00 3/17/2006 
$4,800.00J 5/12/2006 

$746.061 5/12/2006 
$410.754 5/12/2006 

$3,414504 5/12/2006 
$1,540.00 J 5/12/2006 
$4,800.00 J 5/30/2006 

$56.00 5/30/2006 
$1,578.50 J 5/30/2006 

$369.12 JJ 7/3/2006 
$2,900.00 8/7/2006 
$2,900.00 J 9/7/2006 
$1,555.75./ 9/7/2006 
$5,800.00 J 1011 9/2006 

$69.754 10/19/2006 
$8,700.00d 11/6/2006 

$34.50{ 11/6/2006 
$1 1,600.00 1 12/4Y4;;; 
$17,400.00 

$5,019.08 

$10,911.31 

$6,434.50 
$369.12 

$2,900.00 

$4,455.75 

$5,869.75 

$8,734.50 
$1 1,600.00 
$17,400.00 
$5.800.00 48123024 1/11/2007 $5,800.00J 1/29/2007 

Project# 048.23 Total $245]778.73 

Project# C0481-30 
AZPDES Assistance 

Inv # Date Amount Date Paid Invoice Total 
1-381 9/21/2006 $1,20O.0OJ 10/19/2006 $1,200.00 
1-382 9/2 1 /2006 $674.73 10/19/2006 $674.73 
2-41 8 1011 9/2006 $950.00 ' 11/7/2006 $950.00 
3-514 1 1/15/2006 $950.00 12/4/2006 $950.00 
4-546 12/13/2006 $950.00 1/2/2007 $950.00 
5-560 1/18/2007 $950.00 1/26/2007 $950.00 
Project# C0481.30 Total $5,674.73 

Project# 0481 -23 
P&H Contracting d I4 i ! r  

?/ tl 'W 
12/30/2006 $307,535.37 - e &..< ',i%i4tb 

Previous $1,507,213.37/ .i. 
Project# 481 23 Total $1,814,748.74 
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Project## 0481 -1 9 12" Sandario to Sanders 

Engineering CFPO Survey 
Inv # Date Amount Date Paid Invoice Total 

/J &q ["-.?S" 
481 19001 2/13/2004 $1,600.00 2/27/2004 $1,600.00 A@ 2d Ad' '% ( /  

481 19002 4/30/2004 $3,020.00 5/7/2004 $3,020.00 ! \  f i  

1 1  I I  

481 19004 9/16/2004 $794.68 10/1/2004 $784.68 (7 
481 19005 9/16/2004 $261.00 10/28/2004 $261.00 r l  

11 
f t  

481 19003 7/16/2004 $1,980.00 8/2/2004 $1,980.00 

tl 481 19006 10/18/2004 $229.00 11/8/2004 $229.00 
Project# 0481.19 Total $7,874.68 

- Project# CO481-29 
@Q$P:e2  

*gTL?&. 3 11 
y*! f&d 

Engineering AZPDES Assistance 
Inv # Date Amount Date Paid Invoice Total 
1-378 9/21/2006 $712.50 10/19/2006 $712.50 AfB 7 

I /  
, b f  

1-380 9/21/2006 $2,477.68 10/19/2006 $2,477.68 I I e p 

I \  1-379 9/21/2006 $1,200.00 10/19/2006 $1,200.00 I: 

3/513 11/15/2006 $950.00 12/4/2006 $950.00 "/ 
2-417 10/19/2006 $950.00 11/7/2006 $950.00 .. 
4-549 12/13/2006 $237.50 1/2/2007 $237.50 ' 

Project# C0481.29 Total $6,527.68 

Tricon Contracting, Inc. 
Inv # Date Amount Date Paid Invoice Total 

5. J 
/7,, ~ ..*#-.., E"*-- .'q q-7r .P 

10/11/2006 $365,572.50 $365,625.00 b 4  q/( Pi 
9/6/2006 $31 1,101 .OD ' $311,101.00 5.4, 

$676,726.00 & a 
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PARTIALPAYMENT ESTIMATE 
------- 

OWNUI: 

Avra Water - 12" Orange Grove Pipeline 

CONTRACTOR: PERIOD OF ESTIMATE 

- . - _-- 
Tricon Contracting, Inc. FROM 07-28-06 TO 08-29-01 

Agency Apprwal 
Date No. 

TOTALS 

NETCHANGE 

CONTRACT TIME 

Amwnt 
AdditiDnS Deductions 

$0 .00  $ 0 . 0 0  

$0.00 $ 0 . 0 0  

ESTIMATE 

3riginal (days) 12 0 

iemainmg 120 
Revised 0 

$365,625.0 1. Original Contract ___I__ 

2 Change Orders $0.01 

3. Revised Contract (1 + 2) ___ $365,625.01 

$327,475 -01 4. Work Completed* __-- 
5. Stored Materials. I 
6. Subtotal (4 + 5) -_I_._ $327,475. OC 

516,374.0C 7. Retainage' ---- 
6. Previous Payments I_- c-- - 
9. Amount Due (6-7-8) -__- \, ' $311,101.00 

* Lktaikd br&m attoched 
\ 

On Schedule 

CONTRACTORS CERTIFICATION: 
The undersigned Contractor certifies that to the best of their 
knowledge. information and belief the work covered by this 
payment estimate has been completed in accordance with 
the contractdocuments, that all amounts have been paid by 
the contractor for work for which previous payment estimates 
was issued and payments received from the owner, and that 
current payment shown herein is now due. 

APPROVED BY OWNER: 

owner 

07-10-2006 

Projec&d Completion 09-15-2006 
::' 1 SbrSngD* - 

ARCHITECT OR ENGINEER'S CERTIFICATION: 
The undersigned certifies that the work has been carefully 
inspected and to the best of their knowledge and belief, the 
quantities shown in this estimate are correct and the work har 
been performed in accordance with the contract documents. 

ACEFWD BYAGENCX 
The review and acceptance of this estimate does not attest to 
the correctness of the quantities shown or that the work has 
been performed in accordance With the contract documents. 
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16"Well SitingIPipeline Routing Studies 

Engineering 
Inv # 

481 18001 

481 18002 

48118003 

481 18004 

481 18005 

481 18006 

481 18007 

48 1 18008 

481 18009 

481 1801 0 

Date Amount Date Paid Invoice Total 

2/27/2004 $2,538.00 
2/27/2004 $15,302.37 
2/27/2004 $97.00 
3/31/2004 $1,685.28 
3/3 1 E004 $9,780.68 
3/31/2004 $1,088.75 
4/23/2004 $2,036.74 
4/23/2004 $4,971.50 
4/23/2004 $1 19.75 
5/28/2004 $895.49 
5/28/2004 $4,940.1 1 
5/28/2004 $591.75 
5/28/2004 $1,294.25 
5/28/2004 $1,484.31 
6/30/2004 $140.57 
6/30/2004 $123.75 
6/30/2004 $632.25 
6/30/2004 $288.75 
6/30/2004 $6,238.75 
7/23/2004 $264.10 
7/23/2004 $1,196.71 
7/23/2004 $1,436.30 
7/23/2004 $1,770.95 
8/20/2004 $524.50 
8/20/2004 $560.00 
8/20/2004 $3,038.31 
8/20/2004 $1 , 1 15.50 
8/20/2004 $286.06 
9/17/2004 $225.53 
9/17/2004 $134.50 
9/17/2004 $755.25 
9/17/2004 $367.50 
9/17/2004 $1,192.50 

1 On1 /2004 $81 2.23 
10/21/2004 $523.25 
1 0/2 1 /2004 $645.34 
11/19/2004 $1,913.17 
1 1/19/2004 $26.25 
11/19/2004 $1,383.25 

3/5/2004 
3/5/2004 
3/5/2004 

4/16/2004 
4/16/2004 
4/16/2004 
5/3/2004 
5/3/2004 
5/3/2004 

6/14/2004 
6/14/2004 
6/14/2004 
611 412004 
6/14/2004 
7/15/2004 
7/15/2004 
71 1 512004 
7/15/2004 
7/15/2004 
8/2/2004 
8/2/2004 
8/2/2004 
8/2/2004 

8/30/2004 
8/30/2004 
8/30/2004 
8/30/2004 
8/30/2004 

10/12/2004 
1011 a2004 
10/12/2004 
1011 2/2004 
10/12/2004 
1 1 /8/2004 
1 1 /8/2004 
1 1 /8/2004 
12/u2004 
12/2/2004 
12/2/2004 

$17,937.37 

$12,554.71 

$7,127.99 

$9,205.91 

$7,424.07 

$4,668.06 

$5,524.37 

$2,675.28 

$1,980.82 

Project# 0481 -1 8 



48118011 

481 1801 2 

48118013 

481 18014 

481 1801 5 

481 18016 
481 1801 7 
481 1801 8 

481 18019 

48 1 1 8020 
481 18021 
48118022 
481 18023 
48118024 

11/19/2004 
12/2/2004 
12/2/2004 
12/2/2004 
1 /25/2005 
1 /25/2005 
1 /25/2005 
2/25/2005 
2/25/2005 
2/25/2005 
3/25/2005 
3/25/2005 
3/25/2005 
4/22/2005 
4/22/2005 
6/17/2005 
7/22/2005 
9/22/2005 
9/22/2005 

10/25/2005 
10/25/2005 
10/25/2005 
11/18/2005 
12/16/2005 
1 /19/2006 
2/21 12006 
3/17/2006 

$4,504.50 
$1 39.22 
$1 77.00 

$3,331 .OO 
$31 7.25 
$605.25 

$4,462.64 
$408.88 
$1 98.58 
$371.50 
$301.60 
$386.00 

$1,778.00 
$286.00 

$2,813.50 
$722.75 
$987.00 
$364.00 
$147.50 
$392.00 
$336.00 

$2,668.00 
$196.00 

$1,901.50 
$1,640.12 

$882.15 
$1,482.40 

12/2/2004 
1 /4/2005 
1/4/2005 
1 /4/2005 

1 /31/2005 
1/31 /2005 
1 /3 1 /2005 
3/4/2005 
3/4/2005 
3/4/2005 
4/1/2005 
4/1/2005 
4/1 Q005 
5/5/2005 
5/5/2005 

6/24/2005 
8/3/2005 

10/6/2005 
10/6/2005 

11/14/2005 
1 1 /I 4/2005 
1 111 4/2005 
1 1/29/2005 

1/3/2006 
1 /26/2006 
3/1 OM006 
3/27/2006 

$7,827.17 

$3,647.22 

$5,385.14 

$978.96 

$2,465.60 

$3,099.50 
$722.75 
$987.00 

$51 1.50 

$3,396.00 
$196.00 

$1,901.50 
$1,640.1 2 

$882.15 
$1,482.40 

481 1 8025 4/20/2006 $396.60 5/12/2006 $396.60 
Project# 0481.18 Total $104,618.1 9 
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BEFORE THE ARIZONA C O W  

COMMISSIONERS 

vIKE GLEASON - Chainnan 
NILLIAM A. MUNDELL 

CRISTIN K. MAYES 
3ARY PIERCE 

‘EFF HATCH-MILLER 

N THE MATTER OF THE APPLICATION OF 
4 W U  WATER CO-OP, INC. FOR A RATE 

DOCKET NO. W-02126A-06-0234 

NCREASE. STAFF’S NOTICE OF FILING 
LATE-FILED EXHIBIT 

Utilities Division (Staff) of the Arizona Corporation Commission hereby files its Late-Filed 

Zxhibit S-1 in the above-referenced matter. 

Staff previously filed the direct testimony of Charles Mylhousen. The company filed its 

performed a proof of 

sed the error and the 

estimony, and staff filed surrebuttal. Thereafter the comp 

e changes to his rate 

11 
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I AVRA WATER CO-OP, INC. Late Filed Schedule CRM-1 
Docket No. W52126A-064234 
Test Year Ended August 31.2005 

REVENUE REQUIREMENT 

(A) (B) (C) (D) 
CO-OP CO-OP STAFF STAFF 

LINE ORIGINAL FAIR ORIGINAL FAIR 
- NO. DESCRIPTION - COST VALUE COST VALUE 

1 Adjusted Rate Base $ 7,011,440 16 7,011,440 $ 2,417,645 $ 2,417,645 

2 Adjusted Operating Income (Loss) $ (9,893) $ (9.893) $ 87.501 $ 87.501 

3 Current Rate of Return (L2 I L1) 5.14% -0.14% 3.62% 3.62% 

4 Required Opearing Margin 19.00% 19.00% 23.33% 23.33% 

5 Required Operating Margin $ 310,323 $ 318,323 $ 383.401 $ 383.401 



I AVRA WATER CO-OP, INC. Lae Filed Schedule CRM-2 
Docket No. W-02126A-064234 
Test Year Ended August 31.2005 

GROSS REVENUE CONVERSION FACTOR 

LII 
NL - 

Calculation of Gross Revenue Conversion Factor; 
- 
000% 

1 Revenue 100.0000% 
2 Uncollecible Factor (Line 11) 0.0 
3 Revenues (L1 - L2) 100.0000% 
4 Combined Federal and State Tax Rate (Line 17) 0.0000% 
5 Subtotal (L3 - L4) 100.0000% 
6 Revenue Conversion Factor (L1 I L5) 1 .oooooo 

Calculation of Uncollectible Factor: 
7 Unity 
8 
9 
10 Uncollectible Rate 
11 

Combined Federal and State Tax Rate (Line 17) 
One Minus Combined Income Tax Rate (L7 - L8 ) 

Uncollectible Factor (L9 * L10 ) 

Calculation of Effecfive Tax Rate: 
12 Operating Income Before Taxes (Arizona Taxable Income) 
13 Arlzona State Income Tax Rate 
14 Federal Taxable Income (L12 - L13) 
15 Applicable Federal Income Tax Rate (Line 44) 
16 Effective Federal Income Tax Rate (L14 x L15) 
17 Combined Federal and State Income Tax Rate (L13 +L16) 

100.0000% 
0.0000% 

100.0000% 
0.0000% 
0.0000% 





- AVRA WATER CO-OP, INC. Late Filed Schedule CRM-3 
Docket No. W-02126A-06-0234 
Test Year Ended August 31,2005 

RATE BASE - ORIGINAL COST 
_ _  . .- 

(C) 
STAFF 

LINE AS STAFF AS 
- NO. FILED ADJUSTMENTS REF ADJUSTED 

1 Plant in Service $ 13,072,425 $ (5,451,632) 1,2,3,4,5 $ 7,620,793 
2 Less: Accumulated Depreciation 3,062,037 405,775 6 3,467,812 
3 Net Plant in Service $ 10,010,388 $ (5,857,407) $ 4,152,981 





AVRA WATER CO-OP. IN 
Docket No. W-02126A-06- 
Test Year Ended August 31,2005 

Late Filed Schedule CRM-5 

ORIGINAL COST RATE BASE ADJUSTWlENT#l- LAND AND LAND RIGHTS 

Line 
- No. Land and Land Rights 



. AAVRA WATER CO-OP, INC. Late Filed Schedule CRM- 6 
Docket No. W-02126A-06-0234 
Test Year Ended August 31,2005 

ORIGINAL COST RATE BASE ADJUSTMENT #2 - COLLECTING AND IMPOUNDING RES. 

Line 
Line 
- No. Collectinq and lrnpoundinq Res. 



- AVRA WATER CO-OP, INC. 
Docket No. W-02226A-06-02 
Test Year Ended August 31,2005 

ORIGINAL COST RATE B 

/ -.- 

Line 
- No. Wells and Springs 

I 

1 Coop post test year wells and springs proforma adjustment $ 1,436,243 
2 

3 Total Staff recommended increase/(decrease) wells and springs $ (1,436,243) 

Staff recornmended post-test year proforma 



’ AVRA WATER CO-OP. INC. 
Docket NO. W-02126A-06-0234 
Test Year Ended August 31,2005 

_ _  
ORIGINAL COST RATE BASE ADJUSTMENTS #4 - TRANSMISSION AND DISTRIBUTION MAINS 

Lit 
- No. Transmission and Distribution Mains 



Late Filed Schedule CRM-9 . AVRA WATER CO-OP, INC. 
Docket NO. 02126A-06-0234 
Test Year Ended August 31,2006 

I 

ORIGINAL COST RATE BASE ADJUSTMENTS #5 - ELECTRIC PUMPING EQUIPMENT 

Electric PumDina EquiDment 

1 Co-op post-test year electric pumping equipment proforma adjustment $ 306,481 
2 

3 Total Staff recommended increase/(decrease) to electric pumping equipment $ (306,481) 

Staff recommended pos- test year proforma 





' AVRA WATER CO-OP, INC. Late Filed Schedule CRM-11 
Docket NO. 02126A-06-0234 
Test Year Ended August 31,2006 

ORIGINAL COST RATE BASE ADJUSTMENTS #7 - CONTRIBUTIONS IN AID OF CONSTRUCTION 

- No. Contributions in Aid of Construction 

1 Co-op post- test year contributions in aid of construction proforma adjustment $ 1,365,750 
2 

3 Total Staff recommended increase/(decrease) to contributions in aid of construction $ (1,365,750) 

StafF recommended post-test year proforma 



' AVRA WATER CO-OP, INC. Late Filed Schedule CRM-12 
Docket No. 02126A-06-0234 
Yest Year Ended August 31,2005 

ORIGINAL COST RATE BASE ADJUSTMENTS #8 - (CASH) WORKING CAPITAL 
Line 
- No. Cash Workina CaDital 

1 Co-op post-test year working capital proforma adjustment $ 102,138 
2 

3 

Staff recommended post-test year proforma 

Total Staff recommended increase/(decrease) to cash working capital $ (102,138) 



' AVRA WATER CO-OP, INC. Late Filed Schedule CRM-13 
Docket No. W-02126a-06-0234 
Test Year Ended aUGUST 31,2005 

OPERATING INCOME STATEMENT - ADJUSTED TEST YEAR AND STAFF RECOMMENDED 

PI [BI [CI id1 [El 
CO-OP STAFF 

ADJUSTED STAFF TEST YEAR STAFF 
LINE TEST YEAR TEST YEAR As PROPOSED STAFF 
NO. DESCRIPTION AS FILED ADJUSTMENTS ADJUSTED CHANGES RECOMMENDED - 

1 REVENUES 
2 Metered Water Sales $ 1.287.685 $ 295,900 $ 1,583.585 $ 1.287.685 $ 
3 Water Sales - Unmetered 
4 Other Operating Revenue 59.485 59,485 59,485 
5 Total Operating Revenues $ 1,347,170 $ $ 1,347.170 $ 295,900 $ 1,643,070 

6 OPERATING EXPENSES: 
7 Salaries and Wages $ 349,611 $ $ 349,611 $ - $ 349,611 
8 Employee Pensions and Benefits 62,091 62,091 62.091 
9 Purchased Water 
10 Purchased Power 158,515 158.515 158.5 15 
11 Chemicals 4,529 4,529 4.529 
12 Materials and Supplies 28,442 28,442 28,442 
13 office Supplies and Expenses 
14 Contractual Services - Engineering 5,602 5,602 5,602 
15 Contractual Services - Accounting 36.017 36,017 36,017 
16 Contractual Services - Legal 13,246 13,246 13,246 
17 Contractual Services - Other 44,697 44,697 44,697 
18 ' Water Testing 8,609 8,821 17.430 17,430 
19 Rents 11,864 1 1.864 11.864 
20 Transportation Expense 67,041 67.841 67,841 
21 Insurance -Vehicle 7,050 7,050 7,050 
22 Insurance - General Liability 2,169 2,169 2,169 
23 Insurance - Workers Comp 3,648 3.648 3,648 
24 Insurance - Other 6,017 6,017 6,017 
25 Regulatory Commission Expense - Rate Case 25,000 25,000 25,000 

n (A) + Column (6) 
ules CRM-1 and CR 



Avra Water Co-op,lnc. 
Docket No W-02126A-06-0234 
Test Year Ended August 31,2005 

Late Filed Schedule CRM-14 

SUMMARY OF OPERATING INCOME STATEMENT ADJUSTMENTS -TEST YEAR _- 
[AI [Bl [CI [Dl El 

LINE CO-OP Water Testing Depr. Expense Property Tax STAFF - NO DESCRIPTION AS FILED ADJ#1 a ADJ#3 ADJUSTED 

1 REVENUES: 

3 Water Sales - Unmetered 

5 Total Operating Revenues $ 1,347,170 $ - $ - 8 -  $ 1,347,170 

6 OPERA77NG EXPENSES: 
7 Salares and Wages $ 349,611 $ - $ -  $ -  $ 349.611 
8 Employee Pensions and Benefts 62.091 62.091 
9 Purchased Water 

10 Purchased Power 158,515 158,515 
11 Chemicals 4.529 4,529 
12 Materals and Supples 28.442 28.442 
13 Office Supplies and Expenses 
14 Contractual Services - Engineering 5,602 5,602 
15 Contractual Services - Accounting 36,017 36,017 
16 Contractual Services - Lwal 13.246 13.246 
17 Contractual Services - Other 44,697 44.697 

. I 8  Water Testing 8.609 8,821 17.430 
19 Rents 11,864 11.864 
20 TranspMtation Expense 67.841 67,841 
21 Insurance -Vehicle 7.050 7,050 
22 Insurance - General Lability 2.169 2,169 

24 Insurance - Other 6,017 6,017 
25 Regulatory Cornmlssion Expense - Rate Case 25.000 25,000 
26 Advertising Expense 2,447 2.447 
27 Water Resource Conservatlon 2,340 2.340 
28 Bad Debt Expense 3.782 3.782 
29 Miscellaneous Expense 48.440 48,440 
30 Deprecation Expense 328.927 
31 Taxes Other than Income 
32 Property Taxes 
33 lwome Tax 

2 Metered Water Sales $ 1,287,885 $ - $  - $ - $ 1.287.685 

4 Other Operating Revenue 59.485 59,485 

23 Insurance - Workers Comp 3,648 3.648 

$ 1,357,063 $ 8,821 $ (105.408) $ (809) 
$ (9.893) $ (8,821) $ 105.406 $ 809 $ 87.501 
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OPERATING INCOME ADJUSTMENT #I - WATER TESTING -- 
c 
- NLJ. Water Testinq Expense 



' AVRA WATER CO-OP, INC. Late Filed Schedule CRM-16 
Docket No. W-02126A-06-0234 
Test Year Ended August 31,2005 

OPERATING INCOME ADJUSTMENT #2 - DEPRECIATION EXPENSE 
,.- 

Depreciation Expesne 

1 Amount claimed in rate application $ 328,927 
2 Amount recommended by Staff 223 $2 1 
3 Increase/ (decrease) to depreciation expense $ (1 05,406) 
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co-op 
Proposed Rates 

$ 28.29 
42.44 
70.73 

141.46 
226.34 
452.69 
707.32 

1.414.65 

RATE DESIGN -- . 
Present 

Monthly Usage Charge Rates 
Staff 
Recommended Rates 

$ 28.29 
$ 42.44 

70.73 
141.45 
226.32 
452.64 
707.25 

1,414.50 

518 x 314’ Meter 
314” Meter 

1” Meter 
1 %” Meter 

2” Meter 
3” Meter 
4“ Meter 
6” Meter 

nla 
n/a 

2.20 
2.35 
2.50 
nla 

$ 22.90 
22.90 
57.25 

114.50 
183.20 
366.40 
572.50 

1,145.00 

nla 
nla 

n/a 
nla 
nla 

1.50 

Commodity Rates 
All meter sizes 
Tier 1 zero gallon to 10.000 gallons $ 1.73 
Tier 2 from 10.001 gallons to 18,000 gallons 
Tier 3 All gallons over 18,000 gallons 1.94 

1 .a7 

’ 518 x314 Inch Meter 
Tier 1 zero gallon to 8.500 gallons 
Tier 2 8,501 gallons to 16,500 gallons 
Tier 3 All gallons over 16,500 gallons 
Tier 1 zero gallon to 6,000 gallons 
Tier 2 6,001 gallons to 12,000 gallons 
Tier 3 All gallons over 12,000 gallons 

nla 
nla 
n/a 
nla 

Tier 1 zero gallon to 20.000 gallons 
Tier 2 20,001 gallons to 40.000 gallons 
Tier 3 All gallons over 40,000 gallons 

Tier 3 All gallons over 40,000 gallons 
Tier 1 zero gallon to 150.000 gallons 
Tier 2 All gallons over 150,000 gallons 3.55 
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Test Year Ended August 31,2006 

--, 
4 Inch Meter 
Tier 1 zero gallon to 20,000 gallons 
Tier 2 20,001 gallons to 40.000 gallons 
Tier 3 All gallons over 40,000 gallons 
Tier 1 zero gallon to 250,000 gallons 
Tier 2 All gallons over 250,000 gallons 

RATE DESIGN 

nla 
nla 
nla 
nla 
nla 

6 Inch Meter 
Tier 1 zero gallon to 20,000 gallons 
Tier 2 20,001 gallons to 40,000 gallons 
Tier 3 All gallons over 40,000 gallons 
Tier 1 zero gallon to 500,000 gallons 
Tier 2 All gallons over 500.000 gallons 

Construction, Bulk, Standpipe per 1,000 gallons 

nla 
nla 
nla 
nla 
nla 

nl; 

Service Line and Meter Installation Charges I 
518" x 314" Meter $ 410.00 
314" Meter 455.00 

. 1" Meter 
1%" Meter 
2" Turbine Meter 
2" Compound Meter 
3" Turbine Meter 
3" Compound Meter 
4" Turbine Meter 
4" Compound Meter 
6' Turbine Meter 
6" Compound Meter 

520.00 
740.00 

1,235.00 
1,800.00 
1,705.00 
2,340.00 
2.700.00 
3.405.00 
5,035.00 
6,510.00 

Service Charges 
Establishment $ 25.00 
Establishment (Afler Hours) 
Reconnection (Delinquent) 
Reconnection (After Hours) 
Disconnection (Requested) 
Meter Test (Calibration or leak dectton) 
Meter Test- Remove Meter & Test (Customer reques 
Meter Test (if Correct) 
Deposit Requirement( Re 

Defered Payment Per Month 
Meter &Read (If Correct) 

Late Charge per Month 

Water Line Crossing Paved Road 

Master Meterin 

Offsite Hook-Up Fee 

Meter Size 
518 x 314 Inch 
314 inch 
1 Inch 
1.5 Inch 7,500 
2 Inch 12,000 
3 Inch 
4 Inch 
6 Inch 

$ 2.20 
2.35 
2.50 

nla 
n/a 

$ 2.20 
2.35 
2.50 
nla 
nla 

4.00 

$ 410.00 
455.00 
520.00 
740.00 

1,235.00 
1,800.00 
1,705.00 
2,340.00 
2,700.00 
3,405.00 
5,035.00 
6,510.00 

$ 25.00 
50.00 

U."" I" 

(b) 
25.00 
1.50% 

cost 
(C) 

Cost 
( 4  

cost 
cost 

(e) 
(9) 

cost 

$ 1.875 
2,250 
3,750 
7,500 

12,000 
22500 
37.500 

1,875 
2,250 
3,750 
7.500 

12,000 
22,500 
37,500 
75,000 

nla 
nla 
nla 

2.35 
3.55 

nla 
nla 
nla 

2.35 
3.55 

3.55 

$ 410.00 
455.00 
520.00 
740.00 

1,235.00 
1,800.00 
1,705.00 
2.340.00 
2,700.00 
3,405.00 
5.035.00 
6,510.00 

$ 25.00 
50.00 
50.00 
75.00 
20.00 
50.00 
35.00 

(a) 
c nnw 
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_- 

RATE DESIGN 

(a) Per Rule R14-2-4036 

(b) Per Rule R14-2-403D. Monthly Minimum times the number of months off the system. 

(c) Greater of $5.00 or 1.5 % f unpaid balance 

(d) Customer Expense to be done via contractor with no responsibllity to the Water Co-op 



Late Filed Schedule CRM-19 
Docket No. W-2126A-060234 
Test Year Ended August 31,2005 

* 
Typical Bill Analysis 

General Service 5/8 x 3/4-lnch Meter -- 
Present Proposed Dollar Percent 

C o ~ p  Proposed Gallons Rates Rates Increase Increase 

Average Usage 9,825 $ 39.90 $ 50.10 $ 10.21 25.58% 

8.45 24.73% Median Usage 6,500 34.15 42.59 $ 

Staff Recommended 

Average Usage 9,825 16 39.90 $ 60.42 $ 20.53 51.45% 

Median Usage 6,500 34.15 52.61 $ 18.47 54.00% 



AVRA WATER CO-OP, INC. REVISED Late Filed Schedule CRM-18 

Present 
Monthly Usage Charge Rates 

Docket No. W-02126A-06-0234 
Test Year Ended August 31,2006 

co*p 
Proposed Rates 

RATE DESIGN 

Tier 3 All gallons Over 12.000 gallons nla n/a 

314 Inch Meter 
Tier 1 zero gallon to 8,500 gallons nla $ 2.20 
Tier 2 8,501 gallons to 16,500 gallons nla 2.35 
Tier 3 All gallons over 16,500 gallons nla 2.50 
Tier 1 zero gallon to 6.000 gallons nla nla 
Tier 2 6,001 gallons to 12.000 gallons nla n/a 
Tier 3 All gallons over 12.000 gallons nla n/a 

I Inch Meter 
Tier 1 zero gallon to 20,000 gallons n/a $ 2.20 
Tier 2 20,001 gallons to 40.000 gallons nla 2.35 
Tier 3 All gallons over 40,000 gallons nla 2.50 
Tier 1 zero gallon to 15,000 gallons nla nla 
Tier 2 All gallons over 15.000 gallons nla nla 

1.5 Inch Meter 
Tier 1 zero gallon to 20,000 gallons nla $ 2.20 
Tier 2 20,001 gallons to 40,000 gallons n/a 2.35 
Tier 3 All gallons Over 40,000 gallons nla 2.50 
Tier 1 zero gallon to 50,000 gallons n/a nla 
Tier 2 All gallons Over 50.000 gallons nla nla 

2 Inch Meter 
Tier 1 zero gallon to 20,000 gallons nla $ 2.20 
Tier 2 20,001 gallons to 40,000 gallons nla 2.35 
Tier 3 All gallons over 40,000 gallons nla 2.50 
Tier 1 zero gallon to 80,000 gallons nla nla 
Tier 2 All gallons over 80,000 gallons nla nla 

3 Inch Meter 
Tier 1 zero gallon to 20,000 gallons nla $ 2.20 
Tier 2 20,001 gallons to 40,000 gallons nla 2.35 
Tier 3 All gallons over 40,000 gallons nla 2.50 
Tier 1 zero gallon to 150,000 gallons nla nla 
Tier 2 All gallons over 150,000 gallons nla nla 

3.65 

nla 
n/a 
nla 

1.50 
2.35 
3.65 

nla 
nla 
nla 

2.35 
3.65 

n/a 
n/a 
nla 

2.35 
3.65 

nla 
nla 
nla 

2.35 
3.65 

nla 
nla 
n/a 

2.35 
3.65 

518 x 314. Meter 
314" Meter 

1" Meter 
1 W Meter 

2" Meter 
3" Meter 
4" Meter 
6" Meter 

Commodity Rates 
All meter sizes 
Tier 1 zero gallon to 10.000 gallons 
Tier 2 from 10,001 gallons to 18.000 gallons 
Tier 3 All gallons over 18,000 gallons 

5/8 x314 Inch Meter 
Tier 1 zero gallon to 8,500 gallons 
Tier 2 8,501 gallons to 16.500 gallons 
Tier 3 All gallons over 16,500 gallons 
Tier 1 zero gallon to 6,000 gallons 
Tier 2 6,001 gallons to 12,000 gallons 

$ 22.90 
22.90 
57.25 

1 14.50 
183.20 
366.40 
572.50 

1,145.00 

$ 28.29 
42.44 
70.73 

141.46 
226.34 
452.69 
707.32 

1.414.65 

$ 1.73 
1.87 
1.94 

nla 
nla 
nla 
nla 
nla 

nla 
nla 
nla 

2.20 
2.35 
2.50 
nla 
nla 

Page1 of3 

taff 
ewrnrnended Rates 

$ 28.29 
$ 42.44 

70.73 
141.45 
226.32 
452.64 
707.25 

1,414.50 

nla 
nla 
nla 

nla 
n/a 
nla 

1.50 
2.35 
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RATE DESIGN 

4 inch Meter 
Tier 1 zero gallon to 20,000 gallons 
Tier 2 20,001 gallons to 40.000 gallons 
Tier 3 All gallons over 40.000 gallons 
Tier I zero gallon to 250,000 gallons 
Tier 2 All gallons over 250,000 gallons 

nla 
nla 
nla 
nla 
nla 

6 Inch Meter 
Tier 1 zero gallon to 20,000 gallons 
Tier 2 20,001 gallons to 40,000 gallons 
Tier 3 All gallons over 40.000 gallons 
Tier 1 zero gallon to 500,000 gallons 
Tier 2 All gallons over 500,000 gallons 

d a  
nla 
nla 
n/a 
nla 

Construction, Bulk, Standpipe per 1,000 gallons nli 

Service Line and Meter Installation Charges I 
518' x 314" Meter $ 410.00 
314" Meter 455.00 
1 " Meter 520.00 
1 %" Meter 740.00 
2" Turbine Meter 1,235.00 
2" Compound Meter 1,800.00 
3" Turbine Meter 1,705.00 

' 3" Compound Meter 2.340.00 
4" Turbine Meter 2.700.00 
4" Compound Meter 3.405.00 
6" Turbine Meter 5,035.00 
6" Compound Meter 6,510.00 

Service Charges 
Establishment 
Establishment (After Hours) 
Reconnection (Delinquent) 
Reconnection (After Hours) 
Disconnection (Requested) 
Meter Test (Calibration or leak dection) 
Meter Test- Remove Meter 8 Test (Customer requested) 
Meter Test (if Correct) 
Deposit Requirement( Residential1 Commercial) 
Deposit Interest (a) 
Re-Establishment (Within 12 Months) 
NSF Check 
Defered Payment Per Month 
Meter Re-Read (If Correct) 
Charge of Moving Customer Meter- Customer Request 
Late Charge per Month 
Hourly Charge for After Hours Service 
Water Line Crossing Paved Road 
charges for Emergency Service Not Caused by Company 

Line extension Agreement 
Sprinkler Rate 
Master Metering 
Meter installation tampering (Cutting Lock or Angle Meter Stops 

$ 25.00 
50.00 
50.00 
75.00 

nla 
50.00 
35.00 

(a) 
6.00% 

(b) 
25.00 
1.50% 

cost 
(C) 
nla 
nfa 
nla 
Cost 

nla 
(fl 

nla 

Offsite Hook-Up Fee 

Meter Size 
518 x 314 Inch $ 1,875 
314 Inch 
1 Inch 
1.5 Inch 
2 Inch 
3 Inch 
4 Inch 
6 Inch 

2,250 
3,750 
7,500 

12.000 
22,500 
37,500 
75,000 

$ 2.2c 
2.35 
2.5C 
nla 
n/a 

$ 2.2c 
2.35 
2.5C 

nla 
nla 

4.00 

$ 410.00 
455.00 
520.00 
740.00 

1,235.00 
1.800.00 
1,705.00 
2,340.00 
2,700.00 
3,405.00 
5,035.00 
6.510.00 

$ 25.00 
50.00 
50.00 
75.00 
20.00 
50.00 
35.00 

(a) 
6.00% 

(b) 
25.00 
1.50% 

Cost 
(C) 

cost 
(dl 

Cost 
cos1 

(e: 
(a: 

cos1 

$ 1,875 
2.250 
3,750 
7,500 

12,000 
22,500 
37.500 
75.000 

Page2 of3 

nla 
nla 
nla 

2.35 
3.65 

nla 
nla 
nla 

2.35 
3.65 

3.65 

$ 410.00 
455.00 
520.00 
740.00 

1,235.00 
1,800.00 
1,705.00 
2,340.00 
2.700.00 
3,405.00 
5.035.00 
6,510.00 

$ 25.00 
50.00 
50.00 
75.00 
20.00 
50.00 
35.00 

(a) 
6.00% 

(b) 
25.00 
1 .W% 

cost 
(C) 

Cost 
(dl 

cost 
cost 

(e) 
(9) 

cost 

$ 1,875 
2,250 
3,750 
7,500 

12,000 
22,500 
37,500 
75,000 
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RATE DESIGN 

(a) Per Rule R14-2-4036 

(b) Per Rule R14-2-403D. Monthly Minimum times the number of months off the system. 

(c) Greater Of $5.00 or 1.5 % f unpaid balance 

(d) Customer Expense to be done via contractor with no responsibllity to the Water Co-op 

(e) 1% of Monthly Minimum for a comparable Meter Connnection, but no less than $7.00 per month 

(0 Multiple Dwelling on one meter. All dwellings, beyond direct connection which cross property lines, will be charged 

100% of monthly minimum, and/or are requried to have their own meter. If meter serves more than one dwelling 
property, second connection and each additional connection each pay 50% of monthly minimum for 5/8 inch meter. 
Responsibility for payment remains with master meter customer. 

(9) Multiple Dwellings on one meter. All dwellings, beyond direct connectiion which cross property lines, will be charged 
100% of monthly minimum, and/or are required to have their own meter. I f  meter serves more than one dwelling on property. 
second and each additional connection each pay 50% of monthly minimum for the size meter. Responsibilty for 
payment remains with master meter customer. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

Q f a q / ( L  

EFORE THE ARIZONA CORPORATION COMMISSION 

COMMISSIONERS 
lEFF HATCH-MILLER, Chairman 
WILLIAM A. MUNDELL 
VIIKE GLEASON 
KRISTIN IS. MAYES 
SARY PIERCE 

N THE MATTER OF THE APPLICATION OF 

NCREASE. 
4VRA WATER CO-OP, INC. FOR A RATE 

Staff of the Arizona Corporation Commis: 

JAN 0 3 2007 

DOCKET NO. W-02126A-06-0234 

NOTICE OF FILING DIRECT TESTIMONY 

,n hereby files the Direct Testimony of Charles R. 

Myhlhousen and Dorothy Hains, in the above-referenced matter. 

RESPECTFULLY SUBMITTED ths  3'd day of January, 2007. 

Y 7  

1200 West Washington Street 
Phoenix, Arizona 85007 
(602) 542-603 1 

Original and thirteen (1 3) copies 
of the foregoing were filed this 
3'd day of January 2007 with: 

Docket Control 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Copy of the foregoing mailed this 
3' day of January 2007 to: 

Richard L. Sallquist, Esq. 
Sallquist, Drummond & O'Connor, P.C. 
4500 S. Lakeshore Drive, Suite 339 
Tempe, AZ 85282 



DIRECT 

TESTIMONY 

OF 

CHARLES R. MYHLHOUSEN 

DOROTHY HAINS 

DOCKET NO. W-02126A-06-0234 

IN THE MATTER OF THE APPLICATION OF 

AVRA WATER COOPERATIVE, INC. FOR A 

PERMANENT RATE INCREASE 

JANUARY 3,2007 



BEFORE THE ARIZONA CORPORATION COMMISSION 

JEFF HATCH-MILLER 
Chairman 

WILLIAM A. MUNDELL 
Commissioner 

MIKE GLEASON 
Commissioner 

KRISTIN K. MAYES 
Commissioner 

GARY PERCE 
Commissioner 

IN THE MATTER OF THE APPLICATION OF ) DOCKET NO. W-02126A-06-0234 
AVRA WATER COOPERATIVE, INC. FOR A ) 
PERMANENT RATE INCREASE. ) 

DIRECT 

TESTIMONY 

OF 

CHARLES R. MYHLHOUSEN 

PUBLIC UTILITIES ANALYST I11 

UTILITIES DIVISION 

ARIZONA CORPORATION COMMISSTON 

JANUARY 3,2007 



TABLE OF CONTENTS 

Paae 
INTRODUCTION ........................................................................................... 1 

BACKGROUND ............................................................................................. 3 

CONSUMER SERVICE ..................................................................................... 4 

SUMMARY OF TESTIMONY AND RECOMMENDATIONS ..................................... 4 

RATE BASE .................................................................................................. 5 

OPERATING INCOME ..................................................................................... 7 

REVENUE REQUIREMENT .............................................................................. 8 

BASIS FOR OPERATING INCOME DETERMINATION ........................................... 9 

RATE DESIGN .............................................................................................. 10 

RECOMMENDATIONS .................................................................................. 11 

SCHEDULES 

Revenue Requirement .......................................................................................................... CRM-1 

Purposely Omitted ............................................................................................................... CRM-2 
. .  Rate Base . Ongmal Cost .................................................................................................... CRM-3 

Summary of Original Cost Rate Base Adjustments ............................................................. CRM-4 

Original Cost Rate Base Adjustment # 1 Land and Land Rights ........................................ CRM-5 

Original Cost Rate Base Adjustment # 2 Collecting and Impounding Res ......................... CRM-6 

Original Cost Rate Base Adjustment # 3 Wells and Springs ............................................... CRM-7 

Original Cost Rate Base Adjustment # 4 Transmission and Distribution Mains ................ CRM-8 

Original Cost Rate Base Adjustment # 5 Electric Pumping Equipment .............................. CRM-9 

Original Cost Rate Base Adjustment # 6 Accumulated Depreciation ............................... CRM-10 

Original Cost Rate Base Adjustment # 7 Contributions-In-Aid-Of-Construction ............. CRM-11 

. 



Original Cost Rate Base Adjustment #8 Cash Working Capital ....................................... CRM-12 

Operating Income Test Year and Staff Recommended ..................................................... CRM-13 

Summary of Operating Income Adjustments -Test Year .................................................. CRM-14 

Operating Adjustment # 1- Water Testing Expense .......................................................... CRM-15 

Operating Adjustment # 2- Depreciation Expense ............................................................ CRM- 16 

Operating Adjustment # 3- Property Tax ........................................................................... CRM-17 

Rate Design ........................................................................................................................ CRM-18 

Typical Bill Analysis ......................................................................................................... CRM- 19 



EXECUTIVE SUMMARY 
AVRA WATER COOPERATIVE, INC. 

DOCKET NO. W-02126A-06-0234 

Avra Water Cooperative, Inc. (“AVRA” or “Co-op”) is a community owned domestic 
water provider in Avra Valley, Pima County, Arizona. The Co-op is located west of the Tucson 
Mountains adjacent to the Saguaro National Park on the northwest side of the Tucson 
metropolitan area. The Co-op’s service area of 12.48 square miles is composed of four 
noncontiguous but closely spaced areas, all located within unincorporated Pima County. The 
Co-op served approximately 2,529 customers during the test year ended August 3 1 , 2005. The 
Co-op’s current rates were approved in Decision No. 64008, dated September 4,2001. 

The Co-op proposes rates that would produce operating revenue of $1,675.38 resulting in 
operating income of $318,323 for a 19.00 percent operating margin. The Co-op’s proposal 
would increase annual operating revenue by $328,217 or 24.36 percent over adjusted test year 
revenues of $1,347,170. Under the Co-op’s proposed rates, the typical residential 5/8 inch meter 
customer consuming the median of 6,500 gallons per month would experience an $8.45 or 24.73 
percent increase in their monthly bill from $34.15 to $42.59. 

Staff recommends rates that would produce total operating revenue of $1,593,925 resulting in 
operating income of $335,486 for a 21.05 percent operating margin. Staffs recommended 
revenue represents an increase of $246,755 or 18.32 percent over test yeas revenue of 
$1,347: 170. Under Staffs recommended rates, the typical residential 5/8 inch meter customer 
consuming the median of 6,500 gallons per month would experience an $8.45 or 24.73 percent 
increase in their monthly bill fiom $34.15 to $42.59, the same as the Co-op. 
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INTRODUCTION 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Please state your name, occupation, and business address. 

My name is Charles R. Myhlhousen. I am a Public Utilities Analyst I11 employed by the 

Arizona Corporation Commission (“ACC” or “Commission”) in the Utilities Division 

(“Staff”). My business address is 1200 West Washington Street, Phoenix, Arizona 85007. 

Briefly describe your responsibilities as a Public Utilities Analyst 111. 

I am responsible for the examination and verification of financial and statistical 

information included in utility rate applications, developing revenue requirements, 

designing rates, preparing written reports andor testimonies and related schedules that 

present Staffs recommendations to the Commission. I am also responsible for testifying 

at formal hearing on these matters. 

Please describe your educational background and professional experience. 

I received a Bachelor of Sociology with an emphasis in business from Bellevue University 

located in Bellevue, Nebraska. In the ensuing years, I have taken various accounting 

courses. I have participated in multiple rate cases and other regulatory proceedings. I 

attended the National Association of Regulatory Utility Commission Utilities Rate School, 

and have attended seminars and courses in utility regulation and utility accounting. 

I began employment with the Commission as a utilities regulatory analyst in October 

2000. Prior to joining the Commission, I worked at the Internal Revenue Service as a 

Revenue Agent for over twenty years. 
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Q. 
A. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

What is the scope of your testimony in this case? 

I am presenting Staffs analysis and recommendations regarding Avra Water Co-op, Inc’s. 

(“Avra” or “Co-op”) application for a permanent rate increase in the areas of rate base, 

operating income, revenue requirement, and rate design. Staff Witness Ms. Dorothy 

Hains is presenting Staffs engineering analysis and recommendations. 

When was the application for a rate increase filed by the Co-op? 

The original application was filed on April 7, 2006, but Staff found the application 

insufficient. The Co-op amended it and Staff found the application sufficient on July 7, 

2006. 

What is the basis of Staff‘s recommendations? 

Staff performed a regulatory audit of the Co-op’s applications and records. The regulatory 

audit consisted of examining and testing financial information, accounting records, and 

other supporting documentation. Staff also verified that the accounting principles applied 

were in accordance with the Commission adopted National Association of Regulatory 

Utility Commissioners (“NARUC”) Uniform System of Accounts (“USoA”). 

What test year was used by the Co-op in the filing? 

The Co-op used the twelve months ending August 3 1 , 2005. 

Did Staff accept the test year proposed by the Co-op? 

Yes. The August 31,2005, test year selected was the most recent fiscal year available and 

should present a fairly accurate representation of the Co-op’s financial operations for the 

determination of appropriate rates and charges. 
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BACKGROUND 

Q. 
A. 

Q. 

A. 

Please briefly describe the Co-op background. 

The Co-op is a community-owned domestic water provider located in Avra Valley, Pima 

County, Arizona. Avra is located west of the Tucson Mountains adjacent to the Saguaro 

National Park on the northwest side of the Tucson metropolitan area. The Co-op service 

area of 12.48 square miles is composed of four noncontiguous but closely spaced areas, all 

located within unincorporated Pima County. The Co-op served approximately 2,529 

customers during the test year ended August 3 1,2005. 

On April 7,2006, the Co-op filed an application for a permanent rate increase. On July 7, 

2006, Staff filed a letter declaring the application sufficient. 

The Commission’s Decision No. 64008, dated September 4, 2001 approved the Co-op’s 

currefit rates and charges. 

What are the primary reasons stated by the Co-op for requesting a permanent rate 

increase? 

The Co-op’s rates for water utility service have not been increased since 2001. The rate 

increase is needed to fund debt repayment the Co-op has incurred in changing the supply 

and distribution system to comply with the new Arsenic rules. Additionally, storage is 

lacking withn the water system, which effects system reliability during peak demands or 

in the case of a well outage. Fuel cost for the Co-op’s vehicles and increase in purchased 

power rates is also taxing the operating budget. 
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CONSUMER SERVICE 

Q. 

A. 

Please provide a brief history of customer complaints, customers responses to the 

proposed rate increase, the Co-op’s corporate standing with the Corporation 

Division and government impositions. 

Staff reviewed the Commission’s records from year 2003 through 2006 and found in year 

2003, two complaints concerning billing; in year 2004, one complaint concerning new 

service; in year 2005, one complaint concerning ratedtariffs. In year 2006, there were two 

complaints concerning billing, three inquires concerning deposits, ratesltariffs and one 

opinion opposing the rate case filing. All complaints and the opinions have been resolved. 

The Co-op is in good standing with the Corporation Division. The Co-op is current on all 

property and sales taxes. 

SUMMARY OF TESTIMONY AND RECOMMENDATIONS 

Q. 
A. 

Q. 
A. 

Please summarize the Co-op9s filing. 

The Co-op proposes rates that would produce operating revenue of $1,675,387 and 

operating income of $318,323 for a 19.00 percent operating margin. The Co-op’s 

proposal would increase annual operating revenues by $328,217 or 24.36 percent over test 

year revenues of $1,347,170. 

Please summarize Staffs recommendations. 

Staff recommends total annual operating revenue of $1,593,925 and operating income of 

$335,486 for a 21.05 percent operating margin. Staffs recommended revenue represents 

an increase of $246,755 or 18.32 percent over test year revenue of $1,347,170. See 

Schedule CRM- 1. 
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RATE BASE 

Q. 
A. 

Q. 
A. 

Please review the rate base recommendations addressed in this testimony. 

The Co-op as filed, proposes a rate base of $7,011,440. Staff recommends a rate base 

$2,417,645, see Schedule CRM-3. For a detailed account of Staffs recommended 

adjustments, see Schedule CRM-4. 

Please review the rate base adjustments. 

My testimony addresses the following rate base issues. 

Adjustment No.1, Land and Land Rights - Staffs adjustment decreases land and land 

rights by $93,669 from $206,695 to $1 13,026. The Co-op made this proforma adjustment 

as part of the estimated cost of post-test year plant. The post-test year plant is not 

completed nor used or useful. 'The Co-op estimated date of completion is April or May of 

year 2007 at the earliest, which is approximately twenty-one months after the end of the 

rate case test year of August 31,2005. See Schedule CRM-5. 

Adjustment No. 2, Collectinn and Impoundinn Reservoirs - Staffs adjustment decreases 

collecting and impounding reservoirs in the amount of $325,242 from $362,191 to 

$36,949. The Co-op made this proforma adjustment as part of the estimated cost of post- 

test year plant. The post-test year plant is not completed nor used or useful. The Co-op 

estimated date of completion is April or May of year 2007 at the earliest, which is 

approximately twenty-one months after the end of the rate case test year of August 31, 

2005. See Schedule CRM-6. 

Adjustment No. 3, Wells and Springs - Staffs adjustment decreases wells and springs in 

the amount $1,436,243 from $2,855,026 to $1,418,783. The Co-op made this proforma 

adjustment as part of the estimated cost of post-test year plant. The post-test year plant is 
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not completed nor used or usefid. The Co-op’s estimated date of completion is April or 

May of year 2007 at the earliest, which is approximately twenty-one months after the end 

of the rate case test year of August 31,2005. See Schedule CRM-7. 

Adjustment No. 4, Transmission and Distribution Lines - Staffs adjustment decreases 

transmission and distribution lines by $3,290,000 from $6,407,186 to $3,117,186. The 

Co-op made this proforma adjustment as part of the estimated cost of post-test year plant. 

The post-test year plant is not completed nor used or usehl. The Co-op’s estimated date 

of completion is April or May of year 2007 at the earliest, which is approximately twenty- 

one months after the end of the rate case test year of August 3 1, 2005. See Schedule 

CRM-8. 

Adiustment No. 5, Electric Pumping Equipment - Staffs adjustment decreases electric 

pumping equipment by $306,481 from $724,276 to $417,795. The Co-op made this 

proforma adjustment as part of the estimated cost of post-test year plant. The post-test 

year plant is not completed nor used or useful. The Co-op’s estimated date of completion 

is April or May of year 2007 at the earliest, which is approximately twenty-one months 

after the end of the rate case test year of August 3 1,2005. See Schedule CRM-9. 

Adjustment No. 6 ,  Accumulated Depreciation - Staffs adjustment increases accumulated 

depreciation by $405,775 from $3,062,037 to $3,467,812. The Co-op made this proforma 

adjustment as part of the retirement of old plant still in use which will be replaced by the 

post-test year plant when it is completed. See Schedule B-2 page 5 of the rate case 

application. The post-test year plant is not completed nor used or useful. The Co-op’s 

estimated date of completion is April or May of year 2007, which is the time these plant 
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items would be retired. This date is approximately twenty-one months after the end of the 

rate case test year of August 31,2005. See Schedule CRM-10. 

Adjustment No. 7. Contributions in Aid of Construction (“CIAC”) - Staffs adjustment 

decreases CIAC in the amount of $1,365,750 from $2,309,080 to $942,330. The Co-op 

made this proforma adjustment for a grant received from Rural Development which will 

be used to offset part of the post-test year plant cost. The post-test year plant is not 

complete nor used or useful. The Co-op’s estimated date of completion is April or May of 

year 2007 at the earliest, which is approximately twenty-one months after the end of the 

rate case test year of August 31,2005. See Schedule CRM-11 

Adjustment No. 8, Cash Working Capital - Staffs adjustment decreases cash working 

capital by $102,138 from $102,138 to zero. Staff typically only allows cash working 

capital allowances calculated by the formula method for small class D and E utilities. The 

formula method always produces a positive cash working capital need. Utilities classified 

as A, B, or C are much larger and Staff believes that the formula method does not 

accurately reflect the related cash working capital needs. Typically Staff finds that proper 

leadlag studies usually produce a negative cash working capital need. Staff recommends 

disallowance of any cash working capital allowance in this case. See Schedule CRM-12. 

OPERATING INCOME I 

Q. What are the results of Staffs analysis of test year revenues, expenses and operating 

income/loss? 

Staffs analysis reflects unadjusted test year revenues of $1,347,170, expenses of 

$1,357,063 and an operating loss of $9,893 as shown on Schedules CRM-13 and CRM-14. 

Staff made three adjustments to operating expenses. 

A. 
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Q. 

A. 

Please review the Staff adjustments to operating expenses. 

My testimony addresses the following issues: 

Adiustment No. 1- Water Testing - Staffs adjustment increased this expense by $8,821 

from $8,609 to $17,430 to allow for Staffs estimated water testing expense. See Staffs 

engineering testimony. See Schedule CRM-15. 

Adiustment No. 2 - Depreciation Expense - Staffs adjustment decreased this expense by 

$105,406 from $328,927 to $223,521 as shown on Schedule CRM-16. The Co-op 

included depreciation of post-test year plant. The post-test year plant is not complete nor 

used or useful. The Co-op’s estimated date of completion is April or May of year 2007 at 

the earliest, which is approximately twenty-one months after the end of the rate case test 

year of August 3 1,2005. 

Adiustment No. 3 - Property Tax - Staffs adjustment decreased this expense by $2,039 

from $105,356 to $103,317 as shown on schedule CRM-17, to reflect Staffs adjusted test 

year and recommended revenues and using the calculation for the modified Arizona 

Department of revenue property tax method. 

REVENUE REQUIREMENT 

Q. 
A. 

Would you please summarize the Co-op’s proposed revenue requirement? 

The Co-op’s rate filing proposes annual revenues of $1,675,387, an increase of $328,217 

or 24.36 percent over test year adjusted revenues of $1,347,170, as shown on Schedule 

CRM-1. 
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Q. 

A. 

Would you please summarize Staffs recommended revenue requirement? 

Staff recommends annual revenue of $1,593,925, an increase of $246,755 or 18.32 percent 

over test year adjusted revenues of $1,347,170, as shown on Schedule CRM- 13. 

BASIS FOR OPERATING INCOME DETERMINATION 

Q. 

A. 

Q. 
A. 

What is the appropriate method to determine the Co-op’s operating income and 

revenue requirement? 

Operating income should be calculated by applying the recommended operating margin. 

Operating margin equals operating income divided by revenue, expressed as a percentage. 

The percentage represents the amount of each dollar of revenue that results in operating 

income. 

What is the appropriate operating margin? 

The appropriate operating margin is 2 1.05 percent. This will produce sufficient revenue to 

cover operating expenses and the interest and principle on long-term debt. 

RATE DESIGN 

Q 

A. 

Q. 
A. 

Have you prepared a schedule summarizing the present, Co-op proposed, and Staff 

recommended rates and service charges? 

Yes. A summary of the present, Co-op proposed, and Staff recommended rates and 

service charges are provided on Schedule CRM-18. 

Would you please summarize the current rate design? 

The present monthly minimum charges by meter sizes are as follows: 5/8 x % inch 

$22.90; % inch $22.90; 1 inch $57.25; 1 % inch $114.50; 2 inch $183.20; 3 inch $366.40; 

4 inch $572.50; 6 inch $1,145.00. The present commodity rate has three tiers. Tier one is 
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1 gallon to 10,000 gallons at the commodity rate of $1.73 per 1,000 gallons. Tier two is 

10,001 gallons to 18,000 gallons at the commodity rate of $1.87 per 1,000 gallons. Tier 

three is all gallons of 18,001 and over at the commodity rate of $1.94 per 1,000 gallons. 

Q. 
A. 

Q. 
A. 

Would you please summarize the Co-op’s proposed rate design? 

The Co-op’s proposed monthly minimum charges by meter size are as follows: 5/8 x3/4 

inch $28.29; % inch $42.44; 1 inch $70.73; 1 ?4 inch $141.46; 2 inch $226.34; 3 inch 

$452.69; 4 inch $707.32; 6 inch $1,414.65. No gallons are included in the minimum 

charge. The Co-op proposes a three-tier commodity rate, with different break over points 

for 5/8 x % inch meters, and a three-tier commodity rate, with different break over points 

for all other meter sizes, The first, second and third tier rates for the 5/8 x3/4 inch meter 

are $2.20, $2.35 and $2.50 per thousand gallons. 

For construction, standpipe and bulk the rate is $4.00 per 1,000 gallons with no minimum 

monthly charge. 

Would you please summarize Staff‘s recommended rate design? 

Staff recommends an inverted tier rate design that consists of three-tiers for the 5/8 x % 

inch meter and the % inch meter and two-tiers for all others. No gallons are included in 

the minimum charge. Staff recommends a three-tier commodity rate, with different break 

over points for the 5/8 x3/4 inch meter, and the % inch meter and a two-tier commodity 

rate, with different break over points for all other meter sizes. The first, second and third 

tier rates are $1.94, $3.13 and $4.21 per thousand gallons. Efficiency in water use is 

encouraged by producing a higher customer bill with increased consumption or use of a 

larger meter. Construction, bulk and standpipe rate has been increased to $4.21 per 

thousand gallons. See schedule CRM-18. A typical bill analysis is provided for the 
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average and median use under Co-op’s present, Co-op proposed, and Staff recommended 

rates as presented on Schedule CRM-19. 

Q. 
A. 

What is the rate impact on a typical 5/8 x % inch meter residential customer? 

The median usage of residential 5/8 x 34 inch meter customers is 6,500 gallons per month. 

The median residential 5/8 x % inch-meter customers would experience an $8.45 or 24.73 

percent increase in their monthly bill from $34.15 to $42.59 under the Company’s 

proposed rates and a $8.45 or 24.73 percent increase in their monthly bill fi-om $34.15 to 

$42.59 under Staffs recommended rates. 

Staff recommends approval of the Co-op’s proposed services charges. 

RECOMMENDATIONS: 

Q. 
A. 

Q. 
A. 

What is Staff recommending? 

Staff recommends a provision be included in the Co-op’s tariff to allow for the flow- 

through of all appropriate state and local taxes as provided for in A.A.C. Rule 14-2- 

409(D)( 5). 

Staff further recommends approval of its rates and charges as shown on Schedule CRM- 

18. 

Does this conclude your direct testimony? 

Yes, it does. 
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LINE 
- NO. DESCRIPTION 

1 Adjusted Rate Base 

2 Adjusted Operating Income (Loss) 

3 Current Rate of Return (L2 I L1) 

4 Required Opearing Margin 

5 Required Operating Margin 

6 

7 Gross Revenue Conversion Factor 

8 

9 Adjusted Test Year Revenue 

10 Proposed Annual Revenue (L8 + L9) 

11 Required Increase in Revenue (%) 

Operating Income Deficiency (L5 - L2) 

Required Revenue Increase (L7 L6) 

REVENUE REQUIREMENT 

(A) 

COST 

COMPANY 
ORIGINAL 

$ 7,011,440 

$ (9.893) 

NIA 

19.00% 

$ 318,323 

$ 328.217 

1 .oooo 

$ 328,217 

(B) 

VALUE 

COMPANY 
FAIR 

$ 7,011.440 

$ (9.893) 

NIA 

19.00% 

$ 318.323 

$ 328,217 

1 .oooo 

$ 328,217 

$ 1.347.170 $ 1,347,170 

$ 1,675,387 $ 1,675.387 

24.36% 24.36% 

(C) 

COST 

STAFF 
ORIGINAL 

$ 2,417,645 

$ 88.731 

NIA 

21.05% 

$ 335.486 

$ 246.755 

1 .oooo 

I$ 246,7551 

$ 1,347,170 

$ 1.593.925 

18.32% 

Schedule 1 

(D) 

VALUE 

STAFF 
FAIR 

$ 2,417,645 

$ 88.731 

NIA 

21.05% 

$ 335,486 

$ 246,755 

1 .oooo 

I $  246,7551 

$ 1,347,170 

$ 1,593,925 

18.32% 

References: 
Column (A): Company Schedule B-1 
Column (6): Company Schedule B-1 
Column (C): Staff Schedules CRM-2, CRM-3. CRM-13 
Column (D): Staff Schedules CRM-2, CRM-3. CRM-13 
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PURPOSELY LEFT BLANK 

Schedule CRM-2 
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LINE 
- NO. 

1 Plant in Service 
2 Less: Accumulated Depreciation 
3 Net Plant in Service 

LESS: 

4 NetClAC 

5 

6 Customer Deposits 

Advances in Aid of Construction (AIAC) 

RATE BASE - ORIGINAL COST 

ADD: 
7 Unamortized Finance Charges 

8 Deferred Tax Assets 

9 Materials & Supplies Inventories 

10 Prepayments 

1 1  Working Capital 

12 Original Cost Rate Base 

(A) 
CO-OP 

AS 
FILED 

$ 13,072,425 

Schedule CRM-3 

(B) (C) 
STAFF 

STAFF AS 
ADJUSTMENTS REF ADJUSTED 

$ (5,451,632) 1,2,3,4,5 $ 7,620,793 
3,062,037 405,775 6 3,467,812 

' $ 10,010,388 !$ (5,857,407) $ 4,152,981 

2,309,080 

798,549 

45,636 

28,755 

23,423 

102,138 

$ 7.011.440 

(1,365,750) 7 943,330 

798,549 

45,636 

28,755 

23,423 

(102,138) 8 

$ (4,593,795) $ 2,417,645 

References: 
Column (A): Co-op Schedule B-1 (TAB RB-ADJ) 
Column (B): Schedule CRM-4 
Column (C):Column (A) +Column (B) 
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ORIGINAL COST RATE BASE ADJUSTMENT #I - 

Line 
No. - 

1 
2 

" J 

Land and Land Riqhts 

Co-op post-test year land and land rights proforma adjustment 
Staff recommended post-test year proforma 

Total Staff recommended increase/(decrease) to Land & Land Rights 

Schedule CRM-5 

LAND AND LAND RIGHTS 

$ 93,669 

$ (93,669) 
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ORIGINAL COST RATE BASE ADJUSTMENT #2 - 
Line 
Line 
- No. 

1 
2 

3 

Collectiiw and lmpoundina Res. 

Schedule CRM- 6 

' COLLECTING AND IMPOUNDING RES. 

Co-op post-test year collecting and impounding res. proforma adjustment 
Staff recornmended post-test year proforma 

Total Staff recommended increase/(decrease) to collecting and impounding res. 

$ 325,242 

$i (325,242) 
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ORIGINAL COST RATE BASE ADJUSTMENTS #3 - WELLS AND SPRINGS 

Line 
- No. Wells and Sprinss 

1 
2 

3 

Co-op post test year wells and springs proforma adjustment 
Staff recommended post-test year proforma 

Total Staff recommended increase/(decrease) wells and springs 

Schedule CRM-7 

$ 1,436,243 

$ (1,436,243) 
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ORIGINAL COST RATE BASE ADJUSTMENTS #4 - TRANSMISSION AND DISTRIBUTION MAINS 
Line 
- No. Transmission and Distribution Mains 

1 Co-op post-test year transmission and distribution mains proforma adjustment $ 3,290,000 
2 Staff recommended post-test year proforma 

3 Total Staff recommended increase/(decrease) to transmission and distribution mains $ (3,290,000) 

Schedule CRMS 
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Test Year Ended August 31.2006 

ORIGINAL COST RATE BASE ADJUSTMENTS #5 - ELECTRIC PUMPING EQUIPMENT 
Line 
- No. Electric PumDina EauiDment 

1 Co-op post-test year electric pumping equipment proforma adjustment $ 306,481 
2 Staff recommended pos- test year proforma 

(306,481 ) 3 Total Staff recommended increase/(decrease) to electric pumping equipment $ 

Schedule CRM-9 
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ORIGINAL COST RATE BASE ADJUSTMENTS #6 - ACCUMULATED DEPRECIATION 
Line 
- No. Accumulated DeDreciation 

1 Co-op post-test year accumulated depreciation proforma adjustment $405,775 
2 
3 

Staff recommended post-test year proforma reversal 
To reverse removal of retired plant not yet retired 
Total Staff recommended increase/(decrease) to accumulated depreciation $405.775 

Schedule CRM-IO 
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ORIGINAL COST RATE BASE ADJUSTMENTS #7 - CONTRIBUTIONS IN AID OF CONSTRUCTION 
Line 
- No. Contributions in Aid of Construction 

1 Co-op post- test year contributions in aid of construction proforma adjustment $ 1,365,750 
2 Staff recommended post-test year proforma 

3 Total Staff recommended increase/(decrease) to contributions in aid of construction $ (1,365,750) 

Schedule CRM-11 
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Yest Year Ended August 31,2005 
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ORIGINAL COST RATE BASE ADJUSTMENTS #8 - (CASH) WORKING CAPITAL 
Line 
- No. Cash Workilw CaDital 

1 Co-op post-test year working capital proforma adjustment $ 102,138 
2 

3 

Staff recommended post-test year proforma 

Total Staff recommended increase/(decrease) to cash working capital $ (102.1 38) 
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OPERATING INCOME STATEMENT -ADJUSTED TEST YEAR AND STAFF RECOMMENDED 

LINE 
- NO. 

1 
2 
3 
4 
5 

6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

34 
35 

DESCRIPTION 

REVENUES: 
Metered Water Sales 
Water Sales - Unmetered 
Other Operating Revenue 
Total Operating Revenues 

OPERA 77NG EXPENS€S: 
Salaries and Wages 
Employee Pensions and Benefits 
Purchased Water 
Purchased Power 
Chemicals 
Materials and Supplies 
Office Supplies and Expenses 
Contractual Services - Engineering 
Contractual Services - Accounting 
Contractual Services - Legal 
Contractual Services - Other 
Water Testing 
Rents 
Transportation Expense 
Insurance -Vehicle 
Insurance -General Liability 
Insurance -Workers Comp 
Insurance - Other 
Reguhtory Commission Expense - Rate Case 
Advertising Expense 
Water Resource Conservation 
Bad Debt Expense 
Miscellaneous Expense 
Depreciation Expense 
Taxes Other than Income 
Property Taxes 
I m m e  Tax 

Total Operating Expenses 
Operating Income (Loss) 

References: 
Column (A): Co-op Schedule C-I (TAB IS-ADJ) 
Column (6): Schedule CRM-14 
Column (C): Column (A) + Column (6) 
Column (D): Schedules CRM-1 and CRM-2 
Column (E): Column (C) + Column (D) 

[AI 
CO-OP 

ADJUSTED 
TEST YEAR 
AS FILED 

59,485 
$ 1.347,170 

$ 349,611 
62,091 

158,515 
4.529 

28,442 

5,602 
36,017 
13,246 
44,697 
8.609 

11.864 
67,841 
7,050 
2,169 
3,648 
6,017 

25.000 
2.447 
2,340 
3.782 

48,440 

30,823 
105,356 

328,927 

$ 1,357,063 
$ (9,893) 

161 

STAFF 
TEST YEAR 

ADJUSTMENTS 

8,821 

(105.406) 

(2.039) 

(98,624) 
$ 98,624 

[CI 
STAFF 

TEST YEAR 
AS 

ADJUSTED 

$ 1.287,685 

59,485 
$ 1,347,170 

$ 349.611 
62,091 

158.515 
4,529 

28,442 

5,602 
36,017 
13.246 
44.697 
17,430 
11.864 
67.841 
7,050 
2,169 

6.017 
25.000 
2,447 
2.340 
3,782 

48,440 
223,521 
30,823 

103,317 

3,648 

$ 1,258,439 
$ 88,731 

ID1 

STAFF 
PROPOSED 
CHANGES 

$ 246,755 

$ 246,755 

$ -  

$ -  
$ 246,755 - 

Schedule CRM-13 

IEI 

STAFF 
RECOMMENDED 

$ 1.534.440 

59.485 
$ 1,593,925 

s 349,611 
62,091 

158,515 
4,529 

28,442 

5,602 
36,017 
13,246 
44,697 
17,430 
11.864 
67,841 
7.050 
2.169 
3,648 
6,017 

25,000 
2,447 
2,340 

48.440 
223.521 
30.823 

103.317 

3.782 



Avra Water coOp,lnc. 
Docket No. W-02126A-06-0234 
Test Year Ended August 31,2005 

Schedule CRM-14 

LINE - NO. 

SUMMARY OF OPERATING INCOME STATEMENT ADJUSTMENTS -TEST YEAR 

DESCRIPTION 

1 REVENUES: 
2 Metered Water Sales 
3 Water Sales - Unmetered 
4 Other Operating Revenue 
5 Total Operating Revenues 

6 OPERA TlNG EXPENSES: 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

34 
35 

Salaries and Wages 
Employee Pensions and Benefits 
Purchased Water 
Purchased Power 
Chemicals 
Materials and SupplRs 
Office Supplies and Expenses 
Contractual Services - Engineering 
Contractual Services -Accounting 
Contractual Services - Legal 
Contractual Services - Other 
Water Testing 
Rents 
Transportation Expense 
Insurance - Vehicle 
Insurance - General Liability 
Insurance - Workers Comp 
Insurance - Other 
Regulatory Commissim Expense - Rate Case 
Advertising Expense 
Water Resource Conservation 
Bad Debt Expense 
Miscellaneous Expense 
Depreciation Expense 
Taxes Other than lrcome 
Property Taxes 
Income Tax 

Total Operating Expenses 
Operating Income (Loss) 

[AI 
CO-OP 

AS FILED 

[Bl [CI [Dl [El 
Water Testing Depr. Expense Property Tax STAFF 

ADJ#I ADJUSTED 

$ 1,287,685 $ - $  - $ - $ 1,287,685 

59.485 59.485 
$ 1,347,170 $ - $  $ -  $ 1.347.170 

$ 349,611 $ - $ - $ - $ 349.611 
62,091 62,091 

158.515 158,515 
4,529 4,529 

28.442 28.442 

5.602 
36,017 
13,246 
44,697 
8.609 

11,864 
67.841 

7,050 
2,169 
3,648 
6.017 

25.000 
2.447 
2.340 
3.782 

48.440 
328,927 
30,823 

105.356 

8,821 

(105,406) 

(2.039) 

5.602 
36.017 
13,246 
44.697 
17,430 
11.864 
67.841 
7,050 
2,169 
3.648 
6.017 

25.000 
2,447 
2,340 
3.782 

48.440 
223,521 
30,823 

103.317 

$ 1,357,083 $ 8.821 $ (105,406) $ (2,039) 1,258,439 
$ (9.893) $ (8.821) $ 105,406 $ 2.039 $ 88.731 

4DJ# References: 

2 Depreciation Expense CRM-16 
3 Properly Taxes CRM-17 

1 Water Testing Expense CRM-15 



AVRA WATER CO-OP,INC. 
Docket No. W-02126A-06-0234 
Test Year Ended August 31,2005 

OPERATING INCOME ADJUSTMENT #I - WATER TESTING 
LINE 
- NO. Water Testina Expense 

1 
2 
3 

Amount claimed in rate application 
Amount recommended by Staff engineer 
Increase/ (decrease) to water testing expense 

Schedule CRM-15 

$ 8,609 
(1 7,430) 

$ 8.821 
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Docket No. W-02126A-06-0234 
Test Year Ended August 31,2005 

OPERATING INCOME ADJUSTMENT #2 - 
LINE Depreciation Expesne 
NO. 

1 
2 
3 

Amount claimed in rate application 
Amount recommended by Staff 
Increase/ (decrease) to depreciation expense 

Schedule CRM-16 

DEPRECIATION EXPENSE 

$ 328,927 
223,521 

$ (1 05,406) 



AVRA WATER CO-OP. INC. 
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Test Year Ended August 31, 2005 

LINE 
NO. 

OPERATING INCOME ADJUSTMENT #3 - PROPERTY TAXES 

CO-OP STAFF 
Property Tax Calculation AS FILED AS ADJUSTED 

LINE 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

Staff Adjusted Test Year Revenues - Ty Adj. 8/31/2005 
Weight Factor 
Subtotal (Line 1 Line 2) 
Staff Recommended Revenue, Per Schedule CRM-1 
Subtotal (Line 4 + Line 5) 
Number of Years 
Three Year Average (Line 5 / Line 6) 
Department of Revenue Mutilplier 
Revenue Base Value (Line 7 * Line 8) 
Plus: 10% of CWlP 
Less: Net Book Value of Licensed Vehicles 
Full Cash Value (Line 9 + Line 10 - Line 1 1 ) 
Assessment Ratio - Average of 2006 and 2007 Rate 
Assessment Value (Line 12 * Line 13) 
Composite Property Tax Rate (Per Company Schedule C-2, Page 10) 

$ 1,347,170 $ 1,347,170 
2 

2,694,340 
1,593,925 

3 
1,429,422 

2 
2,858,843 

113,217 
2,745,626 

0.2350 
645,222 

15.9722000% 

4,288,265 

16 $ 103,317 
17 Company Proposed Property Tax 105,356 

Staff Proposed Property Tax Expense (Line 14 * Line 15) (plus $261 tax on parcels) 

Schedule CRM-17 

18 Increase/(Decrease) to Property Tax Expense $ (2,039) 
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Tier 3 All gallons over 9.000 gallons 

314 Inch Meter 
Tier 1 zero gallon to 8.500 gallons 
Tier 2 8.501 gallons to 16.500 gallons 
Tier 3 All gallons over 16.500 gallons 
Tier 1 zero gallon to 4,000 gallons 

nla 

nla 
nla 
nla 
nla 

RATE DESIGN 

nla 4.21 

$ 2.20 nla 
2.35 nla 
2.50 nla 
nla 1.94 

Schedule CRM-18 
Page 1 of 3 

Tier 3 All galins over 9,000 gallons 

1 Inch Meter 

Tier 2 20,001 gallons to 40,000 gallons 
Tier 3 All gallons over 40.000 gallons 
Tier 1 zero gallon to 15,000 gallons 
Tier 2 All gallons over 15.000 gallons 

1.5 Inch Meter 

Tier 2 20.001 gallons to 40,000 gallons 
Tier 3 All gallons over 40.000 gallons 
Tier 1 zero gallon to 50.000 gallons 
Tier 2 All gallons over 50,000 gallons 

2 Inch Meter 

Tier 2 20.001 gallons to 40.000 gallons 
Tier 3 All gallons over 40.000 gallons 
Tier 1 zero gallon to 80,000 gallons 
Tier 2 All gallons over 80.000 gallons 

3 Inch Meter 

Tier 2 20,001 gallons to 40,000 gallons 
Tier 3 All gallons over 40,000 gallons 
Tier 1 zero gallon to 150.000 gallons 
Tier 2 All gallons over 150,000 gallons 

nla 

Tier 1 zero gallon to 20.000 gallons nla 
nla 
nla 
nla 
nla 

Tier 1 zero gallon to 20,000 gallons nla 
nla 
nla 
nla 
nla 

Tier 1 zero gallon to 20,000 gallons nla 
nla 
nla 
nla 
nla 

Tier 1 zero gallon to 20,000 gallons nla 
nla 
nla 
nla 
nla 

Monthlv Usaae Charae 

nla 

$ 2.20 
2.35 
2.50 
nla 
nla 

$ 2.20 
2.35 
2.50 
nla 
nla 

$ 2.20 
2.35 
2.50 
nla 
nla 

$ 2.20 
2.35 
2.50 
nla 
nla 

Present 
Rates 

518 x 314" Meter 
314" Meter 

1 " Meter 
1 %" Meter 

2" Meter 
3" Meter 
4" Meter 
6" Meter 

$ 22.90 
22.90 
57.25 

11 4.50 
183.20 
366.40 
572.50 

1,145.00 

Commodity Rates 
All meter sizes 
Tier 1 zero gallon to 10,000 gallons $ 1.73 
Tier 2 from 10,001 gallons to 18,000 gallons 1.87 

1.94 Tier 3 All gallons over 18,000 gallons 

SI8 x314 inch Meter 
Tier 1 zero gallon to 8,500 gallons 
Tier 2 8,501 gallons to 16,500 gallons 
Tier 3 All gallons over 16,500 gallons 
Tier 1 zero gallon to 4,000 gallons 

nla 
nla 
n/a 
nla 

COOP 
Proposed Rates 

$ 28.29 
42.44 
70.73 

141.46 
226.34 
452.69 
707.32 

1,414.65 

nla 
nla 
nla 

2.20 
2.35 
2.50 
nla 
nla 

Ntaff 
lecommended Rates 

$ 27.00 
$ 27.00 

67.50 
135.00 
216.00 
432.00 
675.00 

1,350.00 

nla 
nla 
nla 

nla 
nla 
nla 

1.94 
3.13 

I 

4.21 

nla 
nla 
nla 

3.13 
4.21 

nla 
nla 
nla 

3.13 
4.21 

nla 
nla 
nla 

3.13 
4.21 

nla 
nla 
nla 

3.13 
4.21 
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Construction, Bulk, Standpipe per 1,000 gallons nla 

Schedule CRM-18 
Page 2 of 3 

4.00 4.21 

RATE DESIGN 

Establishment (After Hours) 50.00 
Reconnection (Delinquent) 50.00 
Reconnection (After Hours) 75.00 

Meter Test (Calibration or leak dection) 50.00 
Meter Test- Remove Meter 8 Test (Customer requested) 35.00 
Meter Test (if Correct) 
Deposit Requirement( Residential/ Commercial) (a) 
Deposit Interest (a) 6.00% 
ReEstablishment (Within 12 Months) (b) 
NSF Check 25.00 
Defered Payment Per Month 1.50% 
Meter Re-Read (If Correct) 

cost 

d a  
nla 
nla 

Disconnection (Requested) nla 

Charge of Moving Customer Meter- Customer Request 
Late Charge oer Month (C) 
Hourly Charge for After Hours Service 
Water Line Crossing Paved Road 
charges for Emergency Service Not Caused by Company 

Line extension Agreement cost 
Sprinkler Rate nla 
Master Metering (0 
Meter Installation tampering (Cutting Lock or Angle Meter Stops nla 

Offsite Hook-Up Fee 

4 Inch Meter 
Tier 1 zero gallon to 20,000 gallons 
Tier 2 20,001 gallons to 40,000 gallons 
Tier 3 All gallons over 40,000 gallons 
Tier 1 zero gallon to 250,000 gallons 
Tier 2 All gallons over 250,000 gallons 

50.00 
50.00 
75.00 
20.00 
50.00 
35.00 

(a) 
6.007 

(b) 
25.00 
1.507 

Cost 
(C) 

cost 
(dl 

cost 
cos 

(e 
(g 

cos 

nla 
nla 
nla 
nla 
nla 

$ 2.20 
2.35 
2.50 
nla 
n/a 

nla 
n/a 
n/a 

3.13 
4.21 

I 1 
6 Inch Meter 
Tier 1 zero gallon to 20,000 gallons 
Tier 2 20,001 gallons to 40,000 gallons 
Tier 3 All gallons over 40,000 gallons 
Tier 1 zero gallon to 500,000 gallons 
Tier 2 All gallons over 500,000 gallons 

nla 
nla 
nla 
nla 
nla 

$ 2.20 
2.35 
2.50 
nla 
nla 

nla 
nla 
nla 

3.13 
4.21 

Service Line and Meter Installation Charges I 
518" x 314" Meter $ 410.00 I $ 410.00 
314" Meter 
1" Meter 
1%" Meter 
2" Turbine Meter 
2" Compound Meter 
3" Turbine Meter 
3" Compound Meter 
4" Turbine Meter 
4" Compound Meter 
6" Turbine Meter 
6" Compound Meter 

455.00 
520.00 
740.00 

1,235.00 
1,800.00 
1,705.00 
2,340.00 
2,700.00 
3,405.00 
5,035.00 
6.51 0.00 

455.00 

740.00 
520.00 

1,235.00 
1,800.00 
1,705.00 
2,340.00 
2,700.00 
3.405.00 
5.035.00 
6.510.00 

I t 
Service Charges I 

Establishment $ 25.00 I $ 25.00 

Meter Size 
518 x 314 Inch 
314 Inch 
1 Inch 
1.5 Inch 
2 Inch 
3 Inch 
4 Inch 
6 inch 

$ 1.875 
2.250 
3.750 
7,500 

12,000 
22,500 
37,500 
75,000 

$ 1,875 
2,250 
3,750 
7,500 

12,000 
22,500 
37,500 
75,000 

$ 410.00 
455.00 
520.00 
740.00 

1,235.00 
1,800.00 
1,705.00 
2,340.00 
2,700.00 
3,405.00 
5,035.00 
6,510.00 

$ 25.00 
50.00 
50.00 
75.00 
20.00 
50.00 
35.00 

(a) 

(b) 
6.00% 

25.00 
1.50% 

cost 
(C) 

Cost 
(dl 

Cost 
cost 

(e) 
(9) 

cost 

$ 1.875 
2,250 
3,750 
7,500 

12,000 
22,500 
37.500 
75,000 
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RATE DESIGN 

(a) Per Rule R14-24038 

(b) Per Rule R14-2-403D. Monthly Minimum times the number of months off the system. 

(c) Greater of $5.00 or 1.5 % f unpaid balance 

(d) Customer Expense to be done via contractor with no responsibllity to the Water Co-op 

(e) 1% of Monthly Minimum for a comparable Meter Connnection, but no less than $7.00 per month 

(9 Multiple Dwelling on one meter. All dwellings, beyond direct connection which cross property lines, will be charged 

100% of monthly minimum, and/or are requried to have their own meter. If meter serves more than one dwelling 
property, second connection and each additional connection each pay 50% of monthly minimum for 5/8 inch meter. 
Responsibility for payment remains with master meter customer. 

(9) Multiple Dwellings on one meter. All dwellings, beyond direct connectiion which uoss property lines, will be charged 
100% of monthly minimum, and/or are required to have their own meter. If meter serves more than one dwelling on property, 
second and each additional connection each pay 50% of,monthly minimum for the size meter. Responsibilty for 
payment remains with master meter customer. 

Schedule CRM-18 
Page 3 of 3 
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Schedule CRM-19 

Typical Bill Analysts 
General Service 5/8 x 3/4-lnch Meter 

Present Proposed Dollar Percent 
Co-op Proposed Gallons Rates Rates Increase Increase 

Average Usage 9.825 $ 39.90 $ 50.10 $ 10.21 25.58% 

Median Usage 6,500 34.15 42.59 $ 8.45 24.73% 

Staff Recommended 

Average Usage 9,825 $ 39.90 $ 53.88 $ 13.99 35.06% 

8.45 24.73% Median Usage 6,500 34.15 42.59 $ 

Present 8 Proposed Rates (Without Taxes) 
General Service 5/8 x 3/4-lnch Meter 

Gallons 
co-op 

Present 
coop 

Proposed % 
Staff 

Recommended % 

Consumption Rates Rates Increase Rates Increase 
$ 22.90 $ 28.29 23.54% $ 27.00 17.90% 

2,000 26.36 32.69 24.01% 30.88 17.15% 
1,000 24.63 30.49 23.79% 28.94 17.50% 

3,000 28.09 34.89 24.21% 32.82 16.84% 
4,000 29.82 37.09 24.38% 34.76 16.57X 
5,000 31.55 39.29 24.53% 37.89 20.10% 
6,000 33.28 41.49 24.67% 41.02 23.26% 
7,000 35.01 43.69 24.79% 44.15 26.11% 
8.000 36.74 45.89 24.90% 47.28 28.69% 
9.000 38.47 48.17 25.20% 50.41 31.04% 
9,825 39.90 50.10 25.58% 53.88 35.06% 

10,000 40.20 50.52 25.66% 54.62 35.87% 
11,000 42.07 52.87 25.66% 58.83 39.84% 
12,000 43.94 55.22 25.66% 63.04 43.47% 
13.000 45.81 57.57 25.66% 67.25 46.80% 
14.000 47.68 59.92 25.66% 71.46 49.87% 
15.000 49.55 62.27 25.66% 75.67 52.71% 
16.000 51.42 64.62 25.66% 79.88 55.35% 
17,000 53.29 67.04 25.80% 84.09 57.80% 
18,000 55.16 69.54 26.07% 88.30 60.08% 
19.000 57.10 72.04 26.16% 92.51 62.01% 
20,000 59.04 74.54 26.25% 96.72 63.82% 
25.000 68.74 87.04 26.62% 117.77 71.33% 
30.000 78.44 99.54 26.90% 138.82 76.98% 
35,000 88.14 112.04 27.12% 159.87 81.38% 
40,000 97.84 124.54 27.29% 180.92 84.91% 
45,000 107.54 137.04 27.43% 201.97 87.81 % 

75,000 165.74 212.04 27.94% 328.27 98.06% 
50,000 11 7.24 149.54 27.55% 223.02 90.23% 

433.52 102.35% 100,000 214.24 274.54 28.15% 
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NTRODUCTION 

Please state your name and business address. 

My name is Dorothy Hains. 

Phoenix, Arizona 85007. 

My business address is 1200 West Washington Street, 

By whom and in what position are you employed? 

I am employed by the Arizona Corporation Commission (“Commission” “ACC”) as a 

Utilities Engineer - WaterNastewater in the Utilities Division. 

How long have you been employed by the Commission? 

I have been employed by the Commission since January 1998. 

What are your responsibilities as a Utilities Engineer - WaterWastewater? 

My main responsibilities are to inspect, investigate and evaluate water and wastewater 

systems. This includes obtaining data, preparing reconstruction cost new and/or original 

cost studies, cost of service studies and investigative reports, interpreting rules and 

regulations, and to suggest corrective action and provide technical recommendations on 

water and wastewater system deficiencies. I also provide written and oral testimony in 

rate cases and other cases before the Commission. 

How many companies have you analyzed for the Utilities Division? 

I have analyzed more than 90 companies covering these various responsibilities for 

Utilities Division Staff (“Staff ’). 

Have you previously testified before this Commission? 

Yes, I have testified before this Commission. 
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What is your educational background? 

I graduated from Alabama University in Birmingham in 1987 with a Bachelor of Science 

degree in Civil Engineering. 

Briefly describe your pertinent work experience. 

Before my employment with the Commission, I was an Environmental Engineer for the 

Arizona Department of Environmental Quality, for ten years. Prior to that time, I was an 

Engineering Technician with C. F. Hains, Hydrology in Northport, Alabama for 

approximately five years. 

Please state your professional membership, registrations, and licenses. 

I am a member of the American Society of Civil Engineering (“ASCE”) and American 

Water Works Association (“AWWA”). I am a registered Civil Engineer in Arizona since 

1990. 

URPOSE OF TESTIMONY 

What was your assignment in this rate proceeding? 

My assignment was to provide Staffs engineering evaluation of the Avra Water Coop, 

Inc. (“Avra” or “Company”). 

What is the purpose of your testimony in this proceeding? 

To present the findings of Staffs engineering evaluation of Avra’s operation. Those 

findings are contained in the Engineering Report that I have prepared for this proceeding. 

This report is included as Exhibit-1 , in this pre-filed testimony. 
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:NGINEERING REPORT 

Would you briefly describe what was involved in preparing the Engineering Report 

for the water operations in this rate proceeding? 

After reviewing Avra’s rate application, I physically inspected the water system to 

evaluate its operations and to determine which plant items were or were not used and 

useful. I contacted the Arizona Department of Environmental Quality (“ADEQ”) and the 

Arizona Department of Water Resources (“ADWR”) to determine if the system was in 

compliance with ADEQ and ADWR requirements. I obtained information from Avra 

regarding water testing and water usage and analyzed that information. Based on this 

data, I made my evaluations and prepared the Engineering Report attached as Exhibit 1. 

Please describe the information contained in Exhibit 1. 

Exhibit 1 is the Engineering Report for Avra’s operation, this Report is divided into three 

general sections: 1) Executive Summary; 2 )  Engineering Report Discussion, and 3) 

Engineering Report Exhibits. The Discussions section can be further divided into twelve 

subsections: A) Purpose of Report; B) Location of System; C) Description of System; D) 

Arsenic; E) Water Usage; F) Growth Projection; G) ADEQ Compliance; H) ADWR 

Compliance; I) Arizona Corporation Commission (“ACC”) Compliance; J) Water Testing 

Expenses; K) Depreciation Rates; and L) Other Issues. These subsections provide 

information about the Avra water systems. 

2ONCLUSIONS AND RECOMMENDATIONS 

>. 
1. 

What are Staffs conclusions and recommendations regarding Avra’s operation? 

Based upon Staffs engineering evaluation of Avra’s operation, Staff concludes the 

following about the Company: 

1) The U.S. Environmental Protection Agency (“EPA”) has reduced the arsenic 

maximum contaminant level (“MCL”) in drinking water from 50 micrograms per liter 
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(“pgA”) or parts per billion (“ppb”) to 10 pgA. The most recent lab analysis provided by 

Avra indicates that the arsenic levels in all wells except Well #4 (DWR #55-626905) used 

by the Company exceed the new arsenic MCL. The Company plans to blend water 

produced by new wells to help it meet the new standard. Because the Company is not 

certain at this time that its blending plan will provide water that meets the new standard 

the Company also has plans to install an arsenic treatment facility. Staff concludes the 

Company’s estimated cost of 1.2 million dollars to install an arsenic treatment facility is 

reasonable. 

2) 

that the Company is in compliance with its monitoring and reporting requirements. 

Avra is located in the ADWR Tucson Active Management Area. ADWR reported 

3) 

ACC compliance issues. 

According to the Utilities Division Compliance Section, Avra has no delinquent 

4) 

water quality standards required by Anzona Administrative Code, Title 18, Chapter 4. 

Avra is in compliance with ADEQ requirements and is delivering water that meets 

5) Avra has adequate storage and production capacities. 

6) Non-account water for Avra was calculated to be 9.16 percent during the test year, 

which is within acceptable limits. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

lirect Testimony of Dorothy Hains 
locket No. W-O1583A-04-0178 
’age 5 

7) During its inspection Staff found that the following items, listed in the Table below, 

had been completed and were in service. 

Description 

New 500,000 gallon storage tank at the Rudasill 

Reservoir Site 

12-inch transmission connecting Rudasill 

Reservoir Site to the Zone C distribution system 

Noel Booster Station Upgrades 

In service 

Staff concludes that the items listed above were used and useful at the time of Staffs 

inspection on July 12, 2006. During its inspection Staff also observed that two wells 

(referred to as Well Nos. 10 and 11 j had been drilled. Construction of these wells had not 

been completed and they were not in service 

Staff recommends the following four provisions be part of any Commission order on this 

application: 

1) Staff recommends approval of the depreciation rates listed in Exhbit 6. 

2) 

in Table 8. 

Staff recommends approval of meter and service line installation charges as shown 

3) Water testing expenses are based upon participation in the Arizona Department of 

Environmental Quality Monitoring Assistance Program (“MAP”). Annual testing 

expenses should be adjusted to $17,430. 
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4) Staff recommends that the Company be required to file annual Off-Site Hook-Up 

fee status reports with the Commission. Staff further recommends that the Company’s 

existing Off-Site Facilities Hook-up Fee Tariff be amended to include this Status 

Reporting Requirement. An amended tariff shall be filed as a compliance item in this 

Docket within 45 days of the effective date of the Commission’s order. 

Does this conclude your pre-filed testimony? 

Yes, it does. 
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ENGINEERING REPORT 
FOR AVRA WATER COOP, INC. 
Docket No. W-02126A-06-0234 (Rates) 

By Dorothy Hains, P. E. 
January 3,2007 

EXECUTIVE SUMMARY 

Recommendations: 

1. Staff recommends approval of the depreciation rates listed in Exhibit 6. (See §K of 
report for discussion and details.) 

2. Staff recommends approval of meter and service line installation charges as shown in 
Table 8. (See §M of report for discussion and details.) 

3. Water testing expenses are based upon participation in the Arizona Department of 
Environmental Quality (“ADEQ”) Monitoring Assistance Program (“MAF’”). Annual 
testing expenses should be adjusted to $17,430. 

4. Staff recommends that the Company be required to file annual Off-Site Hook-Up fee 
status reports with the Commission. Staff further recommends that the Company’s 
existing Off-Site Facilities Hook-up Fee Tariff be amended to include this Status 
Reporting Requirement. An amended tariff shall be filed as a compliance item in this 
Docket within 45 days of the effective date of the Commission’s order. (See §K of report 
for discussion and details.) 

Conclusions: 

1. The U.S. Environmental Protection Agency (“EPA”) has reduced the arsenic maximum 
contaminant level (“MCL”) in drinking water from 50 micrograms per liter (“pgA”) or 
parts per billion (“ppb”) to 10 pg/l. The most recent lab analysis provided by Avra Water 
Company (“Avra” or “the Company”) indicates that the arsenic levels in all wells except 
Well #4 (DWR #55-626905) used by the Company exceed the new arsenic MCL. 

The Company plans to blend water produced by new wells to help it meet the new 
standard. Because the Company is not certain at this time that its blending plan will 



2. 

3 

4. 

5.  

6. 

7. 

Description 
New 500,000 gallon storage tank at the Rudasill 
Reservoir Site 

provide water that meets the new standard the Company also has plans to install an 
arsenic treatment facility. Staff concludes the Company’s estimated cost of 1.2 million 
dollars to install an arsenic treatment facility is reasonable. 

In service 
yes 

Avra is located in the Arizona Department of Water Resources (“ADWR”) Tucson 
Active Management Area. ADWR reported that the Company is in compliance with its 
monitoring and reporting requirements. 

Reservoir Site to the Zone C distribution system 
Noel Booster Station Upgrades 

According to the Utilities Division Compliance Section, Avra has no delinquent Arizona 
Corporation Commission compliance issues. 

Yes 

Avra is in compliance with ADEQ requirements and is delivering water that meets water 
quality standards required by Arizona Administrative Code, Title 18, Chapter 4. (See §G 
of report for discussion and details.) 

Avra has adequate storage and production capacities. (See §C of report for discussion 
and details.) 

Non-account water for Avra was calculated to be 9.16 percent during the test year, which 
is within acceptable limits. (See §E of report for discussion and details.) 

During its inspection Staff found that the following items, listed in the Table below, had 
been completed and were in service. 

I 12-inch transmission connecting Rudasill I yes I 

Staff concludes that the items listed above were used and useful at the time of Staffs 
inspection on July 12, 2006. During its inspection Staff also observed that two wells 
(referred to as Well Nos. 10 and 11) had been drilled. Construction of these wells had 
not been completed and they were not in service. 
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ENGINEERING REPORT 
FOR 

AVRA WATER COOP, INC. 
DOCKET NO. W-0286OA-06-0234 (RATES) 

A. PURPOSE OF REPORT 

This report was prepared in response to the application of Avra Water Company. (“Avra” or 
“Company”) for a rate increase. An inspection and evaluation of the Company’s water systems 
was conducted by Dorothy Hains, Utilities Engineer, in the accompaniment of Chris Ward, the 
Company’s Field Manager, on July 12,2006. 

B. LOCATION OF SYSTEM 

The Company is located approximately a half mile south of Marana Municipal Airport which is 
approximately two and a half miles north of the City of Tucson, in Pima County. Attached 
Exhibits 1 and 2 detail the location of the service area in relation to other Commission regulated 
companies in Pima County and in the immediate area. The Company serves an area 
approximately thirteen square miles in size that includes all or a portion of Sections 33, 34 and 
35 of Township 12 South, Range 11 East and a portion of Sections 1, 3,4, 7, 8,9, 10, 11, 12, 16, 
18, 19 and 20 of Township 13 South, Range 11 East. 

C. DESCRIPTION OF SYSTEM 

System Description 

The Company owns and operates a water system that consists of eight well sites, four storage 
tank sites and one booster station. The Company serves over 2,500 metered customers; the 
majority of them are residential users. The Public Water System (“PWS”) number for this 
system is PWS #lo-006. Exhibits 3A, 3B, 3C and 3D are schematic drawings of the water 
systems. A detailed listing of the Company’s water system facilities are as follows: 
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Table 1 Well Data 

Casing Size (in 
inches) & A D W R D N o .  Pump 

(55-xxxxxx) (HP) (GPM) Depth (in ft) 

I 20 I 90 I 8”x604’ I 626902 
I 25 I 130 I 8”x635’ I 626903 

4 626905 50 310 12’7 x 6053 

5 511639 60 280 8” x 700’ 

6 623953 30 130 8” x 604’ 

8 557354 60 200 1297 x 800’ 

9 564890 60 270 12” x 800’ 

I I TOTAL: I 1,410 I 

(Meter Year drilled 
Size 

4 1969 

4 1972 

4 1985 

4 I 1978 
4 1996 

- 

4 1998 
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Diameter (inches) 
2 
3 
4 
6 
8 
12 

Table 1A Plant Not Used and Useful 

Material Length (feet) 
polyvinyl chloride (“PVC”) 10,800 
PVC 1 1,050 
PVC 44,605 
PVC 276,2 13 
PVC 30,923 
PVC 15.470 

Well 
# - 
3 

7 

- 

ADWR ID No. 
(55-xxxxxx) 

626904 

539973 

NIA 

20 

TOTAL: 

NIA 

25 

25 

Casing Size (in 
inches) & 
Depth (in f3) 

8” x 504’ 

(Meter 
Size 
inches) 

NIA 

12” x 613’ 1 NIA 

Table 2 Storage Tanks 

Abandoned Year I Year 

1998 1 1997 

I 
I 

c_/ 

Capacity 
(Gallons) Quantity Location 

28,000 1 Well Site #4 

50,000 1 Picture Rocks Reservoir 
Site 

- 500,000 1 Rudasill Reservoir Site 
500,000 1 Van Ark Reservoir Site 
500,000 I Noel Reservoir Site 

Table 3 Distribution Mains 
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Size (inches) 
% X %  
% 
1 
1% 
2 

Total 
4 (Comp) 

Table 4 Meters 
Quantity 
2,775 
5 
9 
2 
4 
1 
2,795 

System Analysis 

The system has adequate production and storage capacity. 

D. ARSENIC 

The U.S. Environmental Protection Agency (“EPA”) has reduced the arsenic maximum 
contaminant level (“MCL”) in drinking water from 50 micrograms per liter (“pg/l”) or parts per 
billion (“ppb”) to 10 pg/l. The most recent lab analysis provided by the Company indicates that 
the arsenic levels in all wells except Well #4 (DWR #55-626905) used by the Company exceed 
the new arsenic MCL. The Company plans to abandon all wells except Well #4 and drill two 
new wells (Well #10 and Well #11) to replace the six existing wells. More discussion of this 
plan is in $L below. 

E. WATER USAGE 

Table 5 summarizes water usage in the Company’s CC&N area. Exhibit 4 is a graph that shows 
water consumption data in gallons per day per connection for the system for the period of 
September 2004 through September 2005. 
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Table 5 Water Usage in the System 

Water Sold 

Based on information provided by the Company, during the test year the Company experienced 
an overall daily average use of 339 gallons per day (“gpd”) per customer, a high use of 544 gpd 
per customer and a low use of less than 208 gpd per customer. The highest total monthly use 
occurred in August, when total of 42,949,549 gallons were sold to 2,545 customers. The lowest 
total monthlyuse occurred in April, when 15,833,123 gallons were sold to 2,538 customers. 

Non-account Water 

Non-account water should be 10% or less and never more than 15%. It is important to be able to 
reconcile the difference between water sold and the water produced by the source. A water 
balance will allow a water company to identify water and revenue losses due to leakage, theft, 
and flushing. Non-account water for the Company was calculated to be 9.16 percent during the 
test year, which is within acceptable limits. 

F. GROWTH PROJECTION 

Based on the service meter data contained in the Company’s annual reports, the number of 
customers increased fkom 2,194 at the end of 1997 to 2,513 by the end of 2005, with an average 
growth rate of 42 customers per year from 1997 to 2005. Based on the linear regression analysis, 
the Company could have approximately 2,778 customers by the end of 2010. The following 
table summarizes actual and projected growth in the Company’s existing certificated service 
area. 
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Year 
1997 
1998 

Table 6 Actual and Projected Growth 

Nos. of Customers 
2,194 Reported 
2,262 Reported 

L 

2001 I 2,416 I Reported 
2002 I 2,418 I Reported 

1999 I 2,314 1 Reported 
2000 1 2.381 I ReDorted 

I 2,736 I Estimated 2009 
2010 I 2,778 I Estimated 

J 

2003 I 2,553 I Reported 
2004 I 2.514 I ReDorted 

I 2005 I 2.513 I Renorted 1 
I 2006 I 2,608 I Estimated 

2007 I 2,651 I Estimated 
2008 I 2.693 I Estimated 

G. ARIZONA DEPARTMENT OF ENVIRONMENTAL QUALITY (“ADEQ”) 
COMPLIANCE 

Staff received a compliance status report from ADEQ dated June 1 , 2006, in which ADEQ stated 
that the system has no major deficiencies. ADEQ has determined that the system is currently 
delivering water that meets the water quality standards required by Arizona Administrative 
Code, Title 18, Chapter 4. 

H. ARIZONA DEPARTMENT OF WATER RESOURCES (“ADWR”) 
COMPLIANCE 

Avra Water Company is located in the ADWR Tucson Active Management Area (“MA”). 
ADWR reported that the Company is in compliance with its monitoring and reporting 
requirements. 

I. ARIZONA CORPORATION COMMISSION (“ACC”) COMPLIANCE 

According to the Utilities Division Compliance Section, the Company has no outstanding ACC 
compliance issues. 

J. WATER TESTING EXPENSES 

Avra is subject to mandatory participation in the ADEQ Monitoring Assistance Program 
(“MAP”). Staff calculated the testing costs based on the following assumptions: 

1. MAP will do baseline testing on everything except copper, lead, nitrates, and bacteria. 
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2. ADEQ testing is performed in 3-year compliance cycles. Therefore, monitoring costs are 
estimated for a 3-year compliance period and then presented as a pro forma expense on 
an annualized basis. 

3. MAP fees were calculated from the ADEQ MAP rules. 

4. All monitoring expenses are based on Staffs best knowledge of lab costs and 
methodology and two points of entry. 

5.  The estimated water testing expenses represent a minimum cost based on no “hits” other 
than lead and copper, and assume compositing of well samples. If any constituents were 
found, then the testing costs would dramatically increase. 

Table 7 shows the estimated annuallmonitoring expense, assuming participation in the MAP 
program. Water testing expenses should be adjusted to the annual expense amount shown in 
Table 7, which totals $17,430. 

Table 7 Water Testing Cost 

No. of Total cost 
three Cost tests per per 

per test three year year 

Monitoring - 7 wells 
(Tests per 3 years, unless 
noted.) 

Annual Cost 

Deriod Deriod 
I 

Bacteriological - monthly $25 252 $6,300 $2,100 

Radiochemical - (1/ 4 yr) $60 5% $3 15 MAP 

Inorganics (& secondary) $300 7 $2,100 $700 

IOC’S, SOC’S, VOC’S [ $2,805 I 7 I $19,635 I MAP 

Nitrites $20 1 7  I $140 

$420 

Nitrates - annual $40 252 -- 
Asbestos - per 9 years $180 2% 

Lead & Copper - annual I $45 I 120 I $5,400 I $1,800 

TTHM $150 21 $3,150 $1,050 

HAAS $250 21 $5,250 $1,750 

MAP fees (annual) $6,669.86 

Total $1 7,430 

K. DEPRECIATION RATES 

Staff has developed typical and customary depreciation rates within the range of anticipated 
equipment life. These rates are presented in Exhibit 6, and should be used to calculate the annual 
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depreciation expense for the Company in this application. It is also recommended that the 
Company use depreciation rates by individual National Association of Regulatory Utility 
Commissioners (“NARUC”) category, as delineated in Exhibit 6 ,  in the future. 

L. OTHER ISSUES 

I. Service Line and Meter Installation Charges 

The Company is proposing to maintain its current meter and service line installation charges that 
are within Staffs experience of what are reasonable and customary charges; Staff does not object 
to the Company’s proposal. 

Table 8 Service Line and Meter Installation Charges 

I I 

13 /4-inch 1$455 1$455 
81 -inch $520 $520 $520 

1 %-inch $740 $740 $740 
2-inch (Turbo) $1,235 $1,235 $1,235 
Finch 1$1,800 1$1,800 1$1,800 
(Compound) 
3-inch (Turbo) $1,705 $1,705 $1,705 

11. Curtailment Tariff 

The Company has an approved curtailment tariff on file with the Commission. 
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Description 
New 500,000 gallon storage tank at the Rudasill 

111. Water Plant Improvements and Arsenic Removal Plan 

In service 
yes 

The Commission in Decision No. 67159, dated August 10,2004, approved an 8.05 million dollar 
financing to fund Avra’s master expansion plan for water plant improvements. These 
improvements were to include a new production well, new storage tanks, new mains, arsenic 
treatment facility, new booster pump station and booster station upgrade. 

Reservoir Site 
-12-inch transmission connecting Rudasill Reservoir 

During its inspection Staff found that the following items, listed in the Table below, had been 
completed and were in service. 

yes 
Site to the Zone C distribution system 
Noel Booster Station Upgrades Yes 

The items listed above were used and usefbl at the time of Staffs inspection on July 12, 2006. 
During its inspection Staff also observed that two wells (referred to as Well Nos. 10 and 11) had 
been drilled. Construction of these wells had not been completed and they were not in service. 

The Company plans to abandon several of its existing wells which produce water with arsenic 
levels that exceed the new arsenic standard of 10 parts per billion.’ Well #4 would remain in 
service because it is producing water that meets the new arsenic standard. The Company plans 
to blend water produced by the new wells to help it meet the new standard. Because the 
Company is not certain at this time that its blending plan will provide water that meets the new 
standard the Company also has plans to install an arsenic treatment facility. 

In its Application Avra proposed that a surcharge be implemented to recover the future cost of an 
arsenic treatment facility and other plant improvements the Company plans to undertake. The 
only plant improvements that were in service at the time of Staffs inspection are listed in the 
table above. Avra estimated that an arsenic treatment facility would cost 1.2 million dollars, if 
one is needed. Using ADEQ’s Arsenic Master Plan, Staff has calculated that the capital cost of 
arsenic removal to meet the new standard using the 1,100 gpm flow from the six existing wells 
would cost in excess of 1.1 million dollars. Therefore, Staff concludes the Company’s estimated 
cost to install an arsenic treatment facility is reasonable. This conclusion however should not be 
used to assume any particular treatment of this plant in a future rate proceeding. 

’ Two wells among the wells the Company plans to abandon also produce water that is hotter than what is normally 
experienced. While staff understands that these temperatures don’t exceed ADEQ standards the water could have a 
significant adverse impact on the performance of the water system plant over time. 
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IV. Off-Site Hook-up Fee Tariff 

The Company has an approved Off-Site Hook-up Fee Tariff on file with the Commission. In 
Decision No. 64008, effective September 4, 2001, the Commission approved a Hook-up Fee 
Charge of $1,875 for all new service connections using 5/s x % inch meter. Revenues are to be 
used for the purchase and installation of new production, storage, pressure and fire flow 
improvements. 

However, as originally approved the Off-Site Hook-Up Fee Tariff did not include a reporting 
requirement, therefore, Staff is recommending in this case that the Company be required to file 
annual Off-Site Hook-Up Fee status reports with the Commission. A status report shall be filed 
each January 31St for the prior twelve (12) month period, beginning January 31, 2008, and 
continuing until the hook-up fee tariff is no longer in effect. The Company shall file the status 
report with Docket Control as a compliance item in this Docket. Each status report shall contain 
a list of all customers that have paid the hook-up fee tariff, the amount each has paid, the amount 
of money spent from the account, the amount of interest earned on the tariff account, and a list of 
all facilities that have been installed with the tariff funds during the 12 month period. Staff 
further recommends that the Company’s existing Off-Site Facilities Hook-up Fee Tariff be 
amended to include this Status Reporting Requirement. An amended tariff including the 
following language shall be filed as a compliance item in this Docket within 45 days of the 
effective date of the Commission’s order: 

Status Reporting Requirements to the Commission: The Company shall submit a calendar year 
Off-Site Hook-up Fee status report each January 31Sf to Docket Control for the prior twelve. (12) 
month period, beginning January 31, 2008, until the hook-up fee tariff is no longer in effect. 
This status report shall contain a list of all customers that have paid the hook-up fee tariff, the 
amount each has paid, the amount of money spent from the account, the amount of interest 
earned on the tariff account, and a list of all facilities that have been installed with the tariff 
funds during the 12 month period. 
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EXHIBIT 1 Avra Certificate Service Area 

d 

ANUS 11 East 

-c- 
-i 

I 

/I " I  

W-2126 (2) 
Am Water Cooperative, Inc 

W-4236 (1) 
T i m  Linda Homeowners Association, h e .  

(4) 

Cortaro-lliamna Irrigation District 

(4) 
Town of Marana (Nonjurisdictional) 
(Palo Verde System) 

Anway Manville, Lu: 
Docket No. W-3233-05-355 
Application for Extension 

b m l  W-2126 (2) 

W-2102 (1) 
Rancho Del Conejo Water Community Co-op 

Am Water Cwp, Inc. 

W-1831 (2) 
Sandario Water Company, Inc 

T R l l l l E  I I  IAN 1991 
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EXHIBIT 2 
LOCATION OF AVRA WATER COMPANY SERV'ICE AREA 

P I M A  C O U N T Y  

<102:) .&JO IMPRO\'EMENT COMP.ANY 

<nz,J) ANW4Y MAVM1.I.E L.1. C. WATER COMPAWY 

.ARIV.4C.4101\'YSl'IE CY)OPERATlYE WATER COMPAUY 

ARIZONAWATER COMP.ANY(AIO HEIGHTS) 

(2126) AWAWATER COOPERATIVE. INC. 

c2304) WhfMUNiTY WATER COMPANYOF GREEN VALLEY 

DESPOBLADO WATER COMPANY 

009) DIABLO VILLAGE WATER COMPAKY 

(1654) FARMERS WATER COMPA%Y 

FRAVCESCAWATER COMPANY, INC. 

H.ALCYON ACRES ANNEX# 2 \*'.4TER COMPAVY. INC 

HALCYON ACRES WATER USERS ASSOCIATION 

<za12> 
<1951> 
(2542) LACASITAWATER COMPAqY,INC. 

LAG0 DELORO W.4TER COMP.4NY 

LAKEWOOD WATER COMPAVY 

LA5 QUINTAS SEREXAS WATER COMPANY 

06) L W Y C  WATER SERVICE 

LOS CERROS W.4TER COMPASY. INC. 

c1854) LYX-I.EE WATER COMPAXY 

c1526) MBSAl.ZLAUD WATER COMPAXY, INC. 

(2368) MIRABELLWATER COMPANY.INC. 

QUNI-CREEK WATER COMPAhT, INC. 

(2102) 
(3718) 
CL180) 
(2w3) 
(L619) 
037) 
(1723) 
(1790) 

c28223 
(1816) 

<2594) 
(4236) 
(2301) 
(1651) 

(2104) 

(2221) 

RANCHO DEL CONEJO WATER COYMLWTYCOOPERATIVE 

RANCHO SAHUARRITAWATER C034PANY 

RAY WATER COMYASY 

RlLLlTO W U E R  USERS 

RINCON CREEK WATER COMPAXY 

RINCON RANCH E S T T E S  WATER COMPAXY. INC. 

RINCON WATER COMPANY 

SAGUARO WATER M M P N Y  

S.4WDARIO WATER COMPAXY 

SLEEPY HOLLOW MOBILE HOME ESTATES 

SPANISH TRAIL WATER c o w b w  

STEAM PUMP INWSTORS, L L.C. 

THlM UTlUTY COHPANY 

THlM WATER CORPORATION 

TIERR.4UNDAI-IOMBOWNERS A5SOCIATION. INC. 

TORTOLITAVATER COMP.4XY, INC. 

YAlL WATER C!OMP.WY 

VIVADEVELOPMENT CORPORATION 

VOYPGER WATER CQMfANY 

WHY UTIl.ITYCOMP.ANY 

WORDEN WATER COMPANY 
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EXHIBIT 3A 

SYSTEMATIC DFWWING 

Wdl # l  (drilled in 1969) 
DWR # 55626902 

L I 
-0 

Avra Water Systems 
(PWS #lo-006) 

custmers 
Well #2 (drilled in 1%9) 
DWR # 55-626903 
635' deep, 130 gpm, 

3,000 gal Pressure tank 
4" mctm 

8" casing 25-HP - r i - - - -T  

Well #4 (drilled in 1972) 
DWR # 55-626905 
605' deep, 310 Bpm, NaoC1 1,000 gal Fessure tank 
12" casing, so-HP injection 

Damaged old RR 
car, 28,000 gallons 

4" mcta 

Two IO-HP booster vumvi 

& E r n e  

to casing collapsed ) 

8" casing.. 504' deep 
DWR # 55-626904 

7-24-06 

Well #5 (Drilled in 1985) 
DWR# 55-511639 
700' deep, 280 gpm, 12" casing 5,000 gal tank 

This well is temperately down due to well pump motor problems. 
A 70KW on-site generator is stored at this site. 
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EXHIBIT 3B 

SYSTEMATIC DRAWING 

I Avra Water Systems 

Well #6 (drilled in 1978) 
DWR# 55-623953 

Groundwater from this well is t h o  hot (approx 98T) 

I I 604’ 130 gPm NaOCl injection 3,000 gal Ressure tank 
8” casing, 30-HP 

(PWS #lo-006) 

5,000 gal Ressure tank Water 6om E mne I 3”mcter 

Id-A-Yacca 
Booster Station Well #7 

DWR # 55-551354 
800’ deep, 2M) gpm, 
IT’ carina. 4” 

+ 
Customers & E wne 

I NaOCl injehon 

Well #9 (Drilled in 1998) 
DWR # 55-564890 
800’ deep, 270 gpm, 1T’easing 

Well #7 (abandoned in 2002 due 
to well production depleting ) 

NaOCl injection 

I 7 DWR # 55-539913 1 60-HF’ 
Van Ark Rzrervoir & 1 I * 0 ~ b ~ ~ ~ ~ m k s  ZcneD 

613’ deep, 12” casing,, 2 5 - g ~ ~  

7-27-06 
4” mekr 

This well is to replace Well #3 af ia  it collapsed. 
The well water is also themno hot, approx 98°F. 
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50,000 gal 
storage tank, 
24' in height 

EXHIBIT 3C 

SYSTEMATIC DRAWING 

b - 
1 

Avra Water 
Three 20-HP booster pumps (PWS #lo-006) 

Picture Rocks Reservoir 
Site 

Well #9 & Zone E + 

Two 5-HP booster pumps installed in 2002 

2,500 gal pressure tank, installed in 2004, 
to replace 500 & 300 gal tanks 

.m 

Lak-A-Yncca Booster 
StationSite 

Zone E, Well #4 & Well #8 

Water from Well #7 site + 
An 25KW on-site generator 

' lnstalled in 2005 

n 

Zone D, Van Ark Reservoir 
& customers 

Customers on - L ~ - A - Y U C C ~  area 

500,000 gal 
storage tank 
(16' in height) 
installed in 

& Noel reservoir 

3,000 gal pressure tank 

Three 7%-HP booster pumps 

A 25KW on-site generator 
installed in 2005. 

7-27-06 

Customers in Zone B - & gravity flow to Zone c 
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EXHIBIT 3D 

SYSTEMATIC DRAWING 

Two 15-HP booster pumps 
Van Ark Reservoir Site 

Avra Water 
(PWS #lo-006) 

Noel Reservoir Site TWO 10-HP booster pumps 

500,000 gal storage 
tank, 16’ height =;!& Wells #I ,  2,4,5,6 & 8 

- 

Customers in 
Van Ark Reservok &Zone D -* 

v 
New wells (Well #IO & 11) will be replace Wells #1,2,5,6, 8, and 9 
based on Company’s arsenic removal heabnent plan 
Has been drilled. By March 2007, the Company has 
Complied with the new arsenic standards. Well #IO & 11 had been 
dug and capped, they are NOT Used and Useful. 

7-27-06 
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EXHIBIT 4 

WATER USAGE ON THE AVRA WATER COMPANY SERVICE AREA 

Avra Water Co. Water Usage 
During Test Year (September 2004 - September 2005) 

3 I U  

520 

I 
I 

E4 gpdlconnections I 

Sep Nov Jan Mar May Jul Sep 

Month 
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EXHIBIT 5 

ACTUAL, AND PROJECTED GROWTH IN AVRA WATER COMPANY SERVICE 
AREA 

Actual & Projected Growth In Avra Water Company Water 
CC&N Area 

2007 7 1  E! Avra Water Year 

1997 2002 
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I 

EXHIBIT 6 

345 Power Operated Equipment 20 5.00 
346 Communication EauiDment 10 10.00 

WATER DEPRECIATION RATES 

Depreciable Plant 

304 Structures & Improvements 30 3.33 
305 Collecting & Impounding 40 2.50 

Reservoirs 
I 306 I Lake, River, Canal Intakes I 40 I ~ 2.50 
r 307 Wells & Springs 30 3.33 

308 Infiltration Galleries 15 6.67 
309 Raw Water Supply Mains 50 2.00 
3 10 Power Generation EauiDment 20 5.00 

334 Meters 12 8.33 
335 Hvdrants 50 2.00 
336 Backflow Prevention Devices 15 6.67 
339 Other Plant & Misc EauiDment 15 6.67 
340 Office Furniture & Equipment 15 6.67 

, 340.1 Comtmters & Software 5 20.00 
I 1 I I _. _ _  

1 341 1 Transuortation Eauiument I 5 20.00 
342 Stores Equipment 25 4.00 
343 Tools. ShoD & Garage EauiDment 20 5.00 

I 344 I LaboratoryEquiument I 10 I 10.00 
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EXECUTIVE SUMMARY 
AVRA WATER COOPERATIVE, mc. 

DOCKET NO. W-02126A-06-0234 

Revenue Requirement 

The Avra Water Cooperative, Inc. (“Co-op”) originally proposed a revenue requirement 
of $1,675,387, in its direct testimony. In its rebuttal testimony, the Co-op has revised its 
proposed revenue requirement to $1,644,778. The Co-op’s rebuttal position would increase 
revenues by $297,608 or 22.09 percent over test year revenues and produce operating margin of 
$312,508 or 19.00 percent. 

Staffs direct and surrebuttal testimonies both recommend a revenue requirement of 
Staffs recommended position would increase revenues by $246,755 or 18.32 $1,593,925. 

percent over test year revenues and produce operating margin of $335,485 or 21.05 percent. 

Rate Base 

The Co-op originally proposed a rate base of $7,011,440 which included substantial post- 
test year plant additions in its direct testimony. In its rebuttal testimony, the Co-op has revised 
its proposed rate base to $5,533,945 but still includes substantial post-test year plant additions. 

Staffs direct and surrebuttal testimonies both recommend a rate base of $2,417,645 
which includes no post-test year plant. Revenue requirement is based on operating margin and 
not rate of return on rate base for a non-profit cooperative. 

Income Statement 

The differences reflected in the above revenue requirement section arise from the 
different level of depreciation expense and property tax calculations based on recommended 
revenue level. 

Rate Design 

The Co-op’s rebuttal testimony retains the rate design from its direct testimony with the 
exception that monthly minimums for all meter sizes have been reduced to reflect the Co-op’s 
proposed reduction in its revenue requirement from its direct testimony. 

Staffs surrebuttal testimony rate design has different monthly minimums, commodity 
rates and break over points from the Co-op’s proposed rate design. Staffs surrebuttal testimony 
now recommends that the 5/8 x 3/4 inch meter monthly minimum charge be $27.00 and the 3/4 
inch meter monthly minimum charge be $40.50. This is a change from Staffs direct testimony 
which recommended that both meter sizes have the same monthly minimum charge. 
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INTRODUCTION 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Please state your name, occupation, and business address. 

My name is Charles R. Myhlhousen. I am a Public Utilities Analyst I11 employed by the 

Arizona Corporation Commission (“ACC” or “Commission”) in the Utilities Division 

(“Staff’). My business address is 1200 West Washington Street, Phoenix, Arizona 85007. 

Are you the same Charles R. Myhlhousen who filed direct testimony in this case? 

Yes, I am. 

What is the purpose of your surrebuttal testimony in this proceeding? 

The purpose of my surrebuttal testimony in this proceeding is to respond, on behalf of 

Staff, to the rebuttal testimonies of Avra Water Cooperative, Inc. (“Avra” or “Co-op”) 

witnesses, Mr. Chris Ward and Mr. Thomas J. Bourassa, regarding debt service obligation, 

rate base, operating revenues and expenses, revenue requirement and rate design. 

Did you attempt to address every issue the Co-op raised in its rebuttal testimony? 

No. Staff limited its discussion to the specific issues as outlined below. Staffs lack of 

response to any issue in this proceeding should not be construed as agreement with the 

Co-op’s position in its rebuttal testimony; rather where there is no response, Staff relies on 

its original direct testimony. 

What issues will you address? 

Staff will address the issues outlined below that are discussed in the rebuttal testimonies of 

the Co-op witnesses Mr. Chns Ward and Mr. Thomas J. Bourassa. 
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Q. 

A. 

Please explain how Staffs surrebuttal testimony is organized. 

Staffs surrebuttal testimony is generally organized to present issues in the same sequence 

as presented in Mr. Ward’s and Mr. Bourassa’s rebuttal testimonies. 

RESPONSE TO MR. CHRIS WARD’S REBUTTAL TESTIMONY 

Revenue Requirement: (Debt Service Coverage) 

Q. 

A. 

Q- 
A. 

Does Staff agree with Mr. Ward’s analysis that there will not be sufficient funds 

available to service the debt previously approved by the Commission unless post-test 

year plant is included in the rate base? 

No, Staff has recommended sufficient revenue to service the debt, even without the 

inclusion of the post-test year plant in rate base. The Commission uses a historical test 

year which is determined by the Co-op. The test year should be a reflection of the Co- 

op’s normal operations. Staff has recommended sufficient funds to cover operating 

expenses and to fully service its debt obligations. 

Does Staff normally recommend post-test year plant be allowed in rate base? 

No. There have been occasions when Staff has recommended post-test year plant in rate 

base, if the plant is used and useful and known and measurable, within a certain time 

period after the end of the test year. The Co-op has not provided sufficient documentation 

as to the cost of the post-test year plant which accordingly makes that plant not known and 

measurable. Even if the Co-op could provide sufficient documentation for post-test year 

plant it would still violate the matching principle in bringing in additional plant that 

distorts the test year selected by the Co-op. 
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Q- 

A. 

Q. 

A. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

What is the amount of post-test year plant that the Co-op proposes to include in the 

test year? 

The Co-op proposes to include $3,116,304 of post-test year plant in the test year. 

Does staff agree with the Co-op that post-test plant should be included in this test 

year? 

No. The post-test year plant does not belong in this test year. It was completed several 

months after the end of the test year. The revenue requirement recommendation is not 

based on rate of return on rate base in this case. The Co-op states that if post-test year 

plant is not included in rate base it would have to immediately file another rate case. 

While the Co-op is certainly free to do so, Staff believes it would not be necessary to file 

another rate case immediately to include post-test plant in the new rate case because Staff 

is recommending sufficient revenue to cover operating expenses and to hlly service its 

debt. 

Did Staff select the Co-op’s rate case test year? 

No, the timing of the rate case and the actual test year selected is at the total discretion of 

the Co-op. 

What is the amount that is needed to service the debt? 

In the Co-op’s originally filed rate application it included an Exhibit D-2 which is the Co- 

op’s projected interest of $213,741, and the principle amount of $121,735, per year on the 

debt for a total of interest and principle of $335,476. 

Is the Co-op argument valid concerning insufficient revenue to service the debt? 

No. 
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Q. 
A. 

Q. 
A. 

Q- 
A. 

Q. 
A. 

What is the amount of the Co-op’s rebuttal testimony operating margin? 

The Co-op’s proposed operating margin is $3 12,508. 

What is the amount of Staffs surrebuttal testimony operating margin? 

Staffs surrebuttal testimony recommended operating margin is $335,486. 

Does Staffs recommended operating margin exceed the Co-op’s operating margin? 

Yes, Staffs operating margin exceeds the Co-op’s operating margin by $22,978. 

What is the amount of operating margin recommended by Staff? 

Staff is recommending the same operating margin that it recommended in its original 

Direct Testimony which is an operating margin of $335,486. This amount is sufficient to 

service the debt of $335,476. Staff is also recommending depreciation expense in the 

amount of $223,521 on the recommended plant in rate base, which together with debt 

service generates cash flow for the Company of $559,007. 

Staffs recommended revenue requirement does not impose burdens on the Co-op nor its 

member shatep ayers . 

RESPONSE TO MR. THOMAS J. BOURASSA’S REBUTTAL TESTIMONY 

Revenue Requirement : 

Q. Please review the various positions for the proposed revenue requirements, revenue 

increase, and percent increase. 

The proposed and recommended revenue requirement, revenue increase, and percent 

increase are as follows: 

A. 
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Revenue Requirement Revenue Increase Percent Increase 

Company-Direct $1,675.387 $328,217 24.36 percent 

Company-Rebuttal $1,644,778 $297,608 22.09 percent 

Staff-Direct $1,593,925 $335,486 18.32 percent 

Staff- S urrebutt a1 $1,593,925 $3 3 5,486 18.32 percent 

On page 2, line 20 of Mr. Bourassa’s rebuttal testimony under revenue requirement, 

Staffs recommended amount for revenue requirement is incorrect. The amount should be 

$1,593,925. 

Q. 
A. 

Q. 
A. 

Has Staff adopted the adjustments proposed by the Co-op in its rebuttal testimony? 

No, Staff continues to recommend that all of the post-test year plant not be included in rate 

base and that no amount for depreciation expense for post-test year plant be included in 

operating expenses. If post-test year plant and depreciation expense on post-year plant is 

included in the test year then the historical test year would be distorted and would not 

truly reflect the Co-op’s operation and would put an undue and unjustifiable burden on the 

ratepayers in the forrn of higher rates. This is the typical result of violating the matching 

principle espoused in good rate making practices. 

Has Staff changed and increased its revenue requirement? 

No, in Staffs surrebuttal testimony it has made no adjustments to rate base, operating 

income and operating expenses from its original Direct Testimony after reviewing the 

Co-op’s rebuttal testimony. Staff is still recommending an operating margin of 21.05 

percent which is sufficient to cover operating expenses and debt service coverage. 
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Q. 
A. 

Q. 

A. 

Has Staffs recommended revenue increased? 

No, the Co-op’s rebuttal testimony proposes to decrease post-test year plant depreciation 

expense by $32,848 from $105,000 to $72,152 for a total of depreciation expense of 

$296,079. Staff is not recommending any additional amount for depreciation expense 

from Staffs original Direct Testimony of $ 223,521. Staff is not including any of the 

Company’s post-test year plant or the depreciation expense for post-test year plant. The 

Co-op rebuttal testimony decreases property taxes by $766 from $105,356 to $104,589. 

Staffs surrebuttal testimony property taxes expense of $103,3 17 is unchanged from 

Staffs original Direct Testimony recommendation of $103,3 17. 

Does Staff propose to change the 21.05 percent operating margin recommended in its 

Direct Testimony ? 

No. Staff is not recommending any changes from its original Direct Testimony operating 

margin of 21.05 percent. Staffs operating margin of 21.05 percent recommendation is 

sufficient to cover operating expenses and debt. The Co-op is proposing a 19.00 percent 

operating margin if post-test year plant is included in rate base. If no post-test year plant 

is included in rate base then the Co-op proposes a 24.00 percent operating margin. Staff 

does not recommend inclusion of post-test year plant as stated previously. 

Rate Base: 

Q. 

A. Yes. 

Has Staff reviewed Mr. Bourassa’s rebuttal testimony regarding rate base? 

Q. 

A. 

Would Staff please identify each party’s respective rate base recommendations? 

Yes. The rate bases proposed and recommended by both parties in the case are as follows: 
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Company-Direct 

Company-Rebuttal 

Staff-Direct 

S taff-Surrebuttal 

OCRB FVRB 

$7,011,440 $7,011,440 

$5,533,945 $5,533,945 

$2,417,645 $2,417,645 

$2,417,645 $2,417,645 

Q. 
A. 

Q. 

A. 

Has Staff reviewed Mr. Bourassa’s rebuttal testimony regarding rate base? 

Yes. Staff does not agree with Mr. Bourassa’s rebuttal testimony that $3,116,304 of post- 

test year plant should be included in rate base. The Co-op rebuttal testimony proposed 

rate base is $5,533,945. For an item to be included in rate base, it must not only be used 

and usehl but known and measurable. The Company has not responded in a timely 

manner or met Staffs request to verify by invoices, the known and measurable amounts. 

The Company has either provided invoices that are not ascertainable or no additional 

invoices. To include post-test year plant in the historical test year would not be 

appropriate using any estimates. The inclusion would distort the rate base and 

depreciation expense for the test year. Staffs surrebuttal testimony recommended rate 

base remains at $2,417,645. 

Does Staff agree that some of the post-test year plant has been constructed and is in 

service? 

Yes, Staff Engineer visited the Co-op’s water plant site in July 2006 and noted that the 

Rudsell reservoir, 12 inch main and Noel booster station upgrades were completed and 

used and useful. However, this was eleven months after the end of the test year and 

should not be included in this rate case or rate base, in order to keep the historical test year 

intact. The Co-op states additional 8, 12, and 16 inch mains were put into service close to 

the end of the 2006 year. This would be approximately 16 months after the end of the test 
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year. Inclusion of any post-test year plant in the rate base would overstate the rate base 

for the test year and distort the test year resulting in an inflateddistorted higher revenue 

requirement. 

Q. 

A. 

Does Staffs surrebuttal testimony still support its recommendation in its original 

Direct Testimony to remove contributions-in-aid-of-construction in the amount of 

$1,365,000 from rate base? 

Yes, the Co-op’s rebuttal testimony also agrees to the removal of contributions-in-aid-of- 

construction. 

Income Statement: 

Q. 
A. 

Q. 

A. 

Does Staff agree with the Co-op’s analysis of ne. revenues? 

No, the Co-op’s analysis is wholly misleading by adding post-test year plant depreciation 

expense of $105,000 and the interest of $214,000 on the loans and comparing that amount 

to Staffs operating margin. Staff has recommended an operating margin of $335,486 and 

depreciation expense of $223,521. The Co-op’s interest and principle on the Water 

Infrastructure Finance Authority of Arizona and Rural Development loans is $335,476. 

Staffs operating margin and depreciation expense together is far more than what is 

required to service the debt and gives the Co-op a cash flow of $559,007. The Co-op’s 

rebuttal testimony is proposing an operating margin of $3 12,508. Staff’s surrebuttal 

testimony recommends an operating margin of $335,476, the same as its recommendation 

in its original Direct Testimony of $335,476. 

Has Staff made any adjustments to revenue or expenses in its surrebuttal testimony 

which is a change from its direct testimony? 

Staff has made no adjustments to revenue or expenses from its original Direct Testimony. 
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Q. Does Staff agree with the Co-op’s statement concerning the proper method of 

calculation of property taxes? 

A. Yes. That is the method that has been used and is used by Staff in its original Direct 

Testimony 

Rate Design: 

Q. 
A. 

Q. 

A. 

Does Staff agree with the Co-op’s proposed rate design? 

No, Staff continues to disagree with the Co-op’s rate design. However, Staff now 

recommends that the monthly minimum charge for 3/4 inch meters be different than the 

5/8 inch meters based on the flow rate of the meter size. Staff recommends that the 

monthly minimum charge for the 3/4 inch meter be $40.50. Staffs monthly minimums 

are scaled to the flow rates. Staffs rate design includes commodity rates for the 5/8 x 3/4 

inch meter and 3/4 inch meter that have three-tiers. All other meter sizes have two-tiers. 

See Surrebuttal Schedule CRM- 18. 

Does it make sense to have separate tier structures or break over points for each size 

meter? 

Yes. The Co-op is a Class B utility. Staff continues to recommend an inverted tier rate 

structure that includes three tiers for the residential 5/8 x 3/4 inch and the 3/4 inch meter 

customers and two tiers for all meter sizes. Staffs recommended rates acknowledge water 

use patterns by meter size and are designed to encourage efficient consumption. Efficient 

water use is encouraged by producing a higher customer bill with increased consumption 

or a larger meter. Staffs rate design is easy to understand for all meter sizes. Staffs rate 

design will protect the residential meter user from the possibility of subsidizing larger 

meter sizes. The median usage for a residential customer is 6,500 gallons. Staffs first tier 

is at the 4,000 gallons break-over point for the non-discretionary tier, break-over point 
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increase by meter size. Staffs recommended rate designs have been adopted by this 

Commission and have not been proven to erode or destabilize revenues. The medium 

typical residential customer bill will increase $8.45 or 24.73 percent. The Co-op states 

that the impact to the 2-inch metered customers is so hgh that the Co-op is in danger of 

losing these customers. Staff has not received any evidence from the Co-op that this is the 

case with the 2-inch metered customers. 

Further, the impact on both water needs and infrastructure of a 2-inch meter customer is 

much greater than that of the typical 518 inch residential customer. As such the 2-inch 

meter customer is a much larger cost causer than the smaller meters and thus should bear a 

greater share of the costs. 

Q- 
A. 

What are Staff's recommended surrebuttal rates? 

Staffs recommended surrebuttal rates are as follows: 

Meter Monthly Gallons included 

- Size Minimum in Monthly Minimum 

518 inch $27.00 0 

% inch $40.50 0 

1 inch $67.50 0 

1 %inch $135.00 0 

2 inch $2 16.00 0 

3 inch $432.00 0 

4 inch $675.00 0 

6 inch $1350.00 0 

\ 
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The commodity charges and tiers by meter size are: 

Meter 

- Size 

518 x3/4 Inch 

And Yi Inch 

1 Inch 

1 %Inch 

2 Inch 

3 Inch 

4 Inch 

6 Inch 

Tier (gallons) 

Zero to 4,000 

4,001 to 9,000 

All gallons over 9,000 

Zero to 15,000 

All gallons over 15,000 

Zero to 50,000 

All gallons over 50,000 

Zero to 80,000 

All gallons over 80,000 

Zero to 150,000 

All gallons over 150,000 

Zero to 250,000 

All gallons over 250,000 

Zero to 500,000 

All gallons over 500,000 

Charge 

per 1 .OOO gallons 

$1.94 

$3.13 

$4.21 

$3.13 

$4.21 

$3.13 

$4.21 

$3.13 

$4.21 

$3.13 

$4.21 

$3.13 

$4.2 1 

$3.13 

$4.21 

For construction, bulk and standpipe the rate is $4.2 1 per 1,000 gallons with no 

monthly minimum charge. 

Q. What is the rate impact on a 5/8 x 3/4 inch meter residential customer using a 

median consumption of 6,500 gallons? 

A. The median residential 5/8x3/4-inch meter customer would experience an $8.45 or 

24.73 percent increase in his or her monthly bill fiom $34.15 to $42.59 under the 
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Company’s Direct Testimony proposed rates and an $8.45 or 24.73 percent increase in 

his or her monthly bill from $34.15 to $42.59 under Staffs recommended rates. 

Q. 

A. Yes, it does. 

Does this conclude your surrebuttal testimony? 
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RATE DESIGN 

Present 
Monthly Usage Charge Rates 

518 x 314" Meter 
314" Meter 

1 Meter 
1 %" Meter 

2" Meter 
3" Meter 
4" Meter 
6" Meter 

$ 22.90 
22.90 
57.25 

11 4.50 
183.20 
366.40 
572.50 

1,145.00 

Commodity Rates 
All meter sizes 
Tier 1 zero gallon to 10,000 gallons $ 1.73 

1.87 
1.94 

Tier 2 from 10,001 gallons to 18,000 gallons 
Tier 3 All gallons over 18,000 gallons 

518 ~314 Inch Meter 
Tier 1 zero gallon to 8.500 gallons 
Tier 2 8,501 gallons to 16,500 gallons 
Tier 3 All gallons over 16,500 gallons 
Tier 1 zero gallon to 4,000 gallons 
Tier 2 4,001 gallons to 9,000 gallons 
Tier 3 All gallons over 9,000 gallons 

nla 
nla 
nla 
nla 
nla 
nla 

314 Inch Meter 
Tier 1 zero gallon to 8.500 gallons 
Tier 2 8,501 gallons to 16,500 gallons 
Tier 3 All gallons over 16,500 gallons 
Tier 1 zero gallon to 4,000 gallons 
Tier 2 4,001 gallons to 9,000 gallons 
Tier 3 All gallons over 9,000 gallons 

nla 
nla 
nla 
n/a 
nla 
nla 

1 Inch Meter 
Tier 1 zero gallon to 20,000 gallons 
Tier 2 20,001 gallons to 40,000 gallons 
Tier 3 All gallons over 40,000 gallons 
Tier 1 zero gallon to 15,000 gallons 
Tier 2 All gallons over 15,000 gallons 

1.5 Inch Meter 
Tier 1 zero gallon to 20,000 gallons 
Tier 2 20,001 gallons to 4O.OOO gallons 
Tier 3 All gallons over 40,000 gallons 
Tier 1 zero gallon to 50,000 gallons 
Tier 2 All gallons over 50,000 gallons 

nla 
nla 
nla 
nla 
nla 
- 
nla 
nla 
nla 
nla 
nla 

2 inch Meter 
Tier 1 zero gallon to 20,000 gallons 
Tier 2 20,001 gallons to 40,000 gallons 
Tier 3 All gallons over 40,000 gallons 
Tier 1 zero gallon to 80,000 gallons 
Tier 2 All gallons over 80,000 gallons 

3 inch Meter 
Tier 1 zero gallon to 20,000 gallons 
Tier 2 20.001 gallons to 40,000 gallons 
Tier 3 All gallons Over 40,000 gallons 
Tier 1 zero gallon to 150,000 gallons 
Tier 2 All gallons over 150,000 gallons 

nla 
nla 
nla 
nla 
n/a 
- 
nla 
nla 
nla 
nla 
nla 

COOP 
Proposed Rates 

$ 28.29 
42.44 
70.73 

141.46 
226.34 
452.69 
707.32 

1.41 4.65 

nla 
nla 
nla 

2.20 
2.35 
2.50 
nla 
nla 

taff 
ecornrnended Rates 

$ 27.00 
$ 40.50 

67.50 
135.00 
216.00 
432.00 
675.00 

1,350.00 

nla 
nla 
nla 

nla 
nla 
nla 

1.94 
3.13 
4.21 I 

$ 2.20 
2.35 
2.50 
nfa 
nla 
nla 

$ 2.20 
2.35 
2.50 
nla 
nla 

$ 2.20 
2.35 
2.50 
nla 
nla 

$ 2.20 
2.35 
2.50 

nla 
nla 

$ 2.20 
2.35 
2.50 
nla 
nla 

nla 
nla 
nla 

1.94 
3.13 
4.21 

nla 
nla 
nla 

3.13 
4.21 

nla 
nla 
nla 

3.13 
4.21 

nla 
nfa 
nla 

3.13 
4.21 

nla 
nla 
nla 

3.13 
4.21 



RATE DESIGN 

4 Inch Meter 
Tier 1 zero gallon to 20.000gallons 
Tier 2 20,001 gallons to 40,000 gallons 
Tier 3 All gallons over 40,000 gallons 
Tier 1 zero gallon to 250,000 gallons 
Tier 2 All gallons over 250,000 gallons 

nla 
nla 
nla 
nla 
nla 

$ 2.2t 
2.3: 
2.5 

nl; 
nli 

6 Inch Meter 

Tier 2 20,001 gallons to 40,000 gallons nla 2.3! 
Tier 3 All gallons over 40.000 gallons nla 2.5C 
Tier 1 zero gallon to 500,000 gallons nla nl; 
Tier 2 All gallons over 500,000 gallons nla nli 

Construction, Bulk, Standpipe per 1,000 gallons nla 4.0C 

Service Line and Meter Installation Charges 

Tier 1 zero gallon to 20.000 gallons nla $ 2.2c 

I 
5/8" x 314" Meter $ 410.00 $ 410.0C 
314' Meter 455.00 455.00 
1" Meter 
1%" Meter 
2" Turbine Meter 
2" Compound Meter 
3" Turbine Meter 
3" Compound Meter 
4" Turbine Meter 
4" Compound Meter 
6" Turbine Meter 
6" Compound Meter 

520.00 
740.00 

1.235.00 
1.800.00 
1,705.00 
2,340.00 
2,700.00 
3,405.00 
5,035.00 
6,510.00 

520.00 
740.00 

1,235.00 

1,705.00 
2,340.00 
2,700.00 
3,405.00 
5.035.00 
6,510.00 

i ,800.00 

Service Charges 
Establishment 
Establishment (After Hours) 
Reconnection (Delinquent) 
Reconnection (After Hours) 
Disconnection (Requested) 
Meter Test (Calibration or leak dection) 
Meter Test- Remove Meter & Test (Customer requested) 
Meter Test (if Correct) 
Deposit Requirement( Residential1 Commercial) 
Deposit Interest (a) 
ReEstablishment (Within 12 Months) 
NSF Check 
Defered Payment Per Month 
Meter Re-Read (If Correct) 
Charge of Moving Customer Meter- Customer Request 
Late Charge oer Month 
Hourly Charge for After Hours Service 
Water Line Crossing Paved Road 
charges for Emergency Service Not Caused by Company 

Line extension Agreement 
Sprinkler Rate 
Master Metering 
Meter Installation tampering (Cutting Lock or Angle Meter Stops 

$ 25.00 
50.00 
50.00 
75.00 

nla 
50.00 
35.00 

(a) 
6.000/. 

25.00 
1.50% 

cost 

nla 
nla 
nla 

cost 
nla 
(f) 

nla 

(b) 

(C) 

$ 25.00 
50.00 
50.00 
75.00 
20.00 
50.00 
35.00 

(a) 

(b) 
6.00% 

25.00 
1.50% 

cost 
(C) 

cost 
(d) 

cost 
cos 

(e 
(g 

cos 

Offsite Hook-Up Fee I 
Meter Size 
518 x 314 Inch 
314 Inch 
1 Inch 
1.5 Inch 
2 Inch 
3 Inch 
4 Inch 
6 Inch 

.$ 1,875 
2,250 
3,750 
7,500 

12,000 
22,500 
37,500 
75,000 

$ 1,875 
2,250 
3,750 
7,500 

12.000 
22.500 
37,500 
75,000 

nla 
nla 
nfa 

3.13 
4.21 

nla 
nla 
nla 

3.13 
4.21 

4.21 

$ 410.00 
455.00 
520.00 
740.00 

1.235.00 
1.800.00 
1,705.00 
2,340.00 
2,700.00 
3,405.00 
5.035.00 
6.510.00 

$ 25.00 
50.00 
50.00 
75.00 
20.00 
50.00 
35.00 

(a) 

(b) 
6.00% 

25.00 
1.50% 

cost 
(C) 

Cost 
(d) 

Cost 
cost 

(e) 
(9) 

cost 

$ 1,875 
2,250 
3.750 
7,500 

12,000 
22,500 
37.500 
75,000 



RATE DESIGN 

(a) Per Rule R14-24038 

(b) Per Rule R14-2403D. Monthly Minimum times the number of months off the system. 

(c) Greater of $5.00 or 1.5 % f unpaid balance 

(d) Customer Expense to be done via contractor with no responsibllity to the Water Co-op 

(e) 1% of Monthly Minimum for a comparable Meter Connnection. but no less than $7.00 per month 

(f) Multiple Dwelling on one meter. All dwellings, beyond direct connection which cross property lines, will be charged 

100% of monthly minimum, and/or are requried to have their own meter. If meter serves more than one dwelling 
property, second connection and each additional connection each pay 50% of monthly minimum for 5/8 inch meter. 
Responsibility for payment remains with master meter customer. 

(9) Multiple Dwellings on one meter. All dwellings, beyond direct connectiion which cross property lines, will be charged 
100% of monthly minimum, andlor are required to have their own meter. If meter serves more than one dwelling on property, 
second and each additional connection each pay 50% of monthly minimum for the size meter. Responsibiltyfor 
payment remains with master meter customer. 
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